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This is the first Puerto Rico Tax Expenditure Report (PRTER). There has been strong interest in tax
expenditures expressed by both the Puerto Rican public and the Financial Management & Oversight
Board of Puerto Rico. Recent revisions to the methods used to estimate and forecast tax revenues have
made it possible, for the first time, to provide reasonably accurate estimates of tax expenditures.

This report provides a definition for ftax expendituresq describes the method used to identify tax
expenditures, and provides a list of tax expenditures with estimates of their cost. Estimates are provided

for tax expenditures for the tax year 2017 for the major tax regimes in Puerto Rico; including personal

income tax, business income tax, sales and use tax and excise taxes. Tax expenditures attributable to

Act No. 135 of December 2, 1997, as amended, (the 0
May 28, 2008, as amended, (the AEconomic I ncentive
together with the Tax | remdn tvieamesartirdoetyorporate regne & thist he
Report. However, they are inherently different from other corporate income tax expenditures in some

very important ways; as a result, a separate discussion of these tax expenditures is included in Section

lll, Measurement of The Cost of Tax Expenditures.

The PRTER is an important tool to be used in conjunction with the annual budget of Puerto Rico. As
discussed in more detail below, tax expenditures are an alternative to regular expenditures for pursuing
policy objectives. However, unlike regular expenditures, tax expenditures are not presented in the annual
budget of Puerto Rico. The PRTER complements the budget in that it completes the list of policies
pursued and amounts expended. Like the budget itself, the PRTER will be updated annually at
approximately the time that the budget is completed and made available to the public.

This Report is divided into five major sections: (i) Section |, The Definition of Tax Expenditures section,
describes how a tax expenditure is defined for purposes of the PRTER; (ii) Section Il, The Tax
Expenditures as Part of the Budget section, explains the importance of this Report as part of the
government budget process; (iii) Section Ill, The Measurement of the Cost of Tax Expenditures section,
explains how the cost of tax expenditures is estimated and includes a discussion of taxpayer behavior;
(iv)Section IV, The Identification of Tax Expenditures and Benchmarking section, describes the
benchmarking process for each of the tax regimes included in this Report; and, (v) Section V, the Tax
Expenditures Budget itself, a list of the tax expenditures and their costs in tabular form classified by tax
regime, type of tax expenditure and budget category.

The Office of Economic and Financial Affairs, or in Spanish, La Oficina de Asuntos Econdémicos y
Financieros (AOAEFQ, of the Puerto Rico Department of Treasury ( i T r e adeuwelopgdthe tools and
methods used to measure tax expenditures and prepared this report. This Report was prepared under
the direction of Edwin Rios, the Assistant Secretary of Treasury for OAEF. Major contributions were
made by the staff of OAEF including Aixa Cruz, Waheed Murad, Yecenia Collazo, Nelson Lopez, Blanca
Cintron and Janny Robles. Major contributions were also made by contractors to OAEF including Ana
Aparicio and Dimarilys Bruno. Helpful comments were provided by other components of the Government
of Puerto Rico. Gerald Silverstein, the United States Treasury Advisor to Treasury, provided both
guidance and technical advice.



4 PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

|. DEFINITION OF TAX EXPENDITURES

Tax expenditures as measured in Puerto Rico are revenue losses attributable to provisions of Act No. 1

of January 31, 2011, as amended, the Internal Revenue Code for a New PuertoRico( t he A RMRtl RC0)
deviate from the tax structure® benchmark law. The revenue loss could be due to a special exclusion,
deduction, exemption, credit, a preferential rate of tax, or a deferral of tax liability.

For purposes of the PRTER, the benchmark law is characterized only by the most fundamental aspects
of a tax; the application of a general tax rate to a broadly defined tax base. Any departure from this
benchmark that reduces tax revenues is considered a tax expenditure. This broad approach provides
greater transparency by ensuring that information is being disclosed on a wide range of tax measures.

The Treasury staff used its judgment to distinguish those income tax provisions that should be considered
part of the benchmark tax law as opposed to those special provisions that result in tax expenditures.

. TAX EXPENDITURES AS PART OF THE BUDGET

A tax expenditure is the result of the government 0s
such as encouraging savings, stimulating employment, stimulating economic activity, encouraging

foreign investment and protecting national industries. In such circumstances, the tax system fulfills a role

like that of a spending program; however, unlike a spending program in which taxes are collected and

spent by the government, a tax expenditure reduces revenues when the taxpayer engages in activities

that further the policy goal. These revenue losses or tax expenditures may be viewed as alternatives to

other policy instruments such as spending or regulatory programs.

The budget of Puerto Rico is an accounting tool that shows revenues on the receipts side of the budget
and spending on the expenditures side of the budget. In the budget, a spending program created to
achieve a policy goal appears on the expenditures side of the budget whilerevenues that are used to
support the policy appear on the receipts side of the budget. A tax expenditure, on the contrary, does
not appear in the budget at all. As a result, there is no spending program on the expenditures side of the
budget and the amount of foregone revenues due to the tax expenditure is not accounted for on the
receipts side of the budget. Therefore, a budget without a list of tax expenditures neither includes the
entire set of programs that the government is engaged in nor the total amount of dollars spent on
government programs.

For example, the deduction for medical expenditures is an exception to the benchmark income tax
structure that reduces taxes. It is a tax expenditure that is a substitute for a spending program. Thus,
when a policy goal, such as subsidizing individuals with medical expenses, is achieved through a tax
expenditure, such initiative reduces taxes by an amount unspecified in the budget. Had there been no
deduction for medical expenditures, that same policy could have been pursued through a spending
program and there would have been additional revenues on the receipts side of the budget and a
spending program showing the subsidies to individuals for medical expenses on the expenditure side of
the budget.

The list of tax expenditures and their costs that appears in Section V below is referred to as the Tax
Expenditure Budget (\TEBJ. As mentioned above, it is important that the TEB be considered alongwith
the regular budget in order to have a complete list of government programs and expenditures. There are
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other reasons to produce a TEB. While spending programs are reviewed every year by both the
legislature and the administration in order to prepare the regular budget, tax expenditures are embedded
in the PRIRC, and since they are outside the budget, they are not considered when the budget is prepared.
However, like all other governmental programs, tax expenditures should be continually subject to
evaluation. The TEB provides a tool for that evaluation.

The public should be aware of the policies that their government is involved in and the TEB allows the
public to better understand these policies. Tax expenditure analysis can help both policymakers and the
public to understand the actual size of government, the uses to which government resources are put and
the tax and economic policy consequences that follow from the implicit or explicit choices made in
legislation.

Consideration of a provision within the TEB is not an evaluation of the appropriateness of the policy but

only a recognition that a program exists to pursue a policy goaleven t hough it doesno;
budget. Treasury emphasizes that in the process of listing tax expenditures, no judgment is made,

nor any implication intended, about the desirability of any special tax provision as a matter of

public policy.

. MEASUREMENT OF THE COST OF TAX EXPENDITURES

Measurement and Behavior

In this Report, the cost of tax expenditures is measured as fforegone revenuea Foregone revenue is the
method used by most states in the United States and foreign governments, including Latin American
governments. Foregone revenue is the loss of revenue that occurs after a tax expenditure has been
introduced. Each tax expenditure is measured as the difference between tax liability under present law
and the tax liability that would result if the tax expenditure provision were eliminated.

Foregone revenue does not include the impact on tax revenues of behavioral response by the taxpayer
to the loss of his tax preference. The foregone revenue method was specifically chosen by Treasury in
order to avoid the considerable difficulty of measuring behavioral response to the elimination of the many
tax expenditures presented in this Report. However, the omission of behavioural responses generates
cost estimates and projections that may exceed the revenue gains that would result if a particular
provision were eliminated since in many instances the removal of a tax expenditure would cause
taxpayers to change their behaviour to minimize the amount of tax they would have to pay. Treasury
understands that for most tax expenditures the impact of behavior is marginal and that it would not affect
the ordinal ranking of the tax expenditures. Thus, this Report provides valuable information, even without
including behavior in the cost of tax expenditures, by identifying tax expenditures and providing consistent
measures of their cost.

The effects of behavior can be illustrated by considering the taxation of capital gains. If the lower tax rate
for capital gains under current income tax law were increased, it is likely that taxpayers would react by
postponing certain transactions on capital assets in order to reduce the burden of the resulting tax
increase. This behavior would reduce the expected revenue gains for the government, an effect that is
not taken into account when estimating this tax expenditure. It should be noted that a revenue estimate
of legislation that would eliminate the lower capital gains tax rates would always take into consideration
behavior. Thus, the value of the tax expenditure can be different from the estimated revenue gain that
the government would project if it were to pass legislation to eliminate the preferential rate. Unlike the
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measures of tax expenditures presented in this report, all revenue estimates produced by Treasury take
into consideration t he i mpact of dnaexepwesy er sdé behavior

Although behavior is not included in the measurement of tax expenditures in this Report, certain kinds of

changesinataxpayer 6s position as a resul'¢t of the el i min;:
measurement of tax expenditues. For example, as a result of the elimination of the deduction for medical
expenditures, a taxpayer may move into a higher tax bracket. The methods used to measure the cost of
a tax expenditure take this into consideration so that the additional revenues from moving to a higher tax
bracket (or simil ar c¢ haargiechidedintheacost ohatgx axpaenditdres posi t i o

The estimates of tax expenditures presented in this report do not take into account their impact on the
overall level of economic activity and the potential resulting impact on aggregate tax revenues. These
kinds of impacts are frequently referred to as macroeconomic feedback or dynamic effects. Many tax
expenditures are policies designed to increase economic activities that are expected to have significant
effects on economic growth. The elimination of such tax expenditures may have a negative impact on
economic growth fostering a decrease in aggregate tax revenues that may offset a part (or all) of the
increase in revenues resulting from elimination of the tax expenditure. For example, eliminating a tax
expenditure that encourages investment may decrease the amount of investment that, in turn, may
decrease the amount of capital and its productivity and GDP ultimately decreasing tax revenues.
Eliminating a tax expenditure would also mean that the government would have more funds available to
increase spending, reduce taxes or pay down debtd actions that could have additional dynamic effects
on the economy and on tax revenues. These possible dynamic effects from the elimination of tax
expenditures are not considered when determining the cost of tax expenditures appearing in this Report.

The Special Case of Foreign Incentive Corporations

Thelncentive Acts, like any other tax law, are the result of legislation passed by the Legislative Assembly
of Puerto Rico and signed by the Governor. The Incentive Acts generally lower the tax rate applicable to
businesses whose operations qualify thereunder and sign an agreement thereof with the Government of
Puerto Rico. The Incentive Acts are designed to encourage economic activity in Puerto Rico and the
benefits thereof clearly qualify as tax expenditures. The lower tax rates, accelerated deductions and the
tax credits granted create a revenue loss in order to achieve the policy of stimulating economic activity.
The list of tax expenditures created under the Incentive Acts can be found below in in Table 3 of Section
V, The Tax Expenditure Budget, while the foregone revenue attributable to the Incentive Acts can be
found in the corporate portion of Table 4.

Approximately ninety-eight percent (98%) of the income taxed under the Incentive Acts is income
generated by foreign-owned incentive corporations. Foreign-owned incentive corporations are
corporations engaged in a trade or business in Puerto Rico pursuant to the provisions of one of the
Incentive Acts and owned by foreign individuals or entities. The Incentive Acts provide a myriad of tax
incentives for foreign owned corporations to either locate or expand their businesses in Puerto Rico. For
example, in return for increasing their economic activity in Puerto Rico, the tax rate applicable to foreign-
owned corporations for both income tax and withholding taxes on payments to foreign persons are
significantly reduced. The tax rates appearing in the agreement are negotiatied and must fall within a
range of possible rates specified in the Incentive Acts.

The qualifying corporation must file an Incentive Corporation IncomeTax Return which looks much like a
regular corporate tax return. Incentive corporations are taxed much like regular corporations but at lower
tax rates.

There is a significant difference between the measures of the tax expenditures attributable to the
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Incentive Acts and all other tax expenditures appearing in this Report. The difference is in the potential
behavior of taxpayers in response to the elimination of the tax expenditure. As mentioned above, for
most tax expenditures the behavior has a marginal effect on the cost of the tax expenditure. In the case
of Incentive Act corporations, however, the potential behavior in response to elimination of the tax
benefits thereof could have an impact that eliminates any potential gain in revenues resulting from
elimination of the tax expenditure and may create significant dynamic reductions in the economy.

This behavior may be expected since most incentive corporations have a presence in many countries
but choose to locate their operations in Puerto Rico mostly because of the very low tax rates and other
tax benefits offered through the Incentive Acts. Were these preferences to be eliminated, the operations
currently in Puerto Rico could be moved to other jurisdictions that also offer low tax rates and in which
the parent corporations already have a presence; these jurisdictions are already competing with Puerto
Rico for those operations. If the qualifying corporations were to move their operations from Puerto Rico,
there would be significant dynamic effects felt throughout the economy.

Treasury has decided to include estimates of the cost of tax expenditures for the Incentive Acts in the
TEB measured without behavior in the same way as any other tax expenditure. The amounts shown
as tax expenditures attributable to the Incentive Acts represent foregone revenues; however, the
elimination of the Incentive Acts would not necessarily reduce the corresponding tax
expenditures as a result of the foreign-owned cor porati ons® aratiohsias §
result of, for example, an increase in tax rates. Thus, eliminating the Incentive Acts could have
an impact that eliminates any potential gain in revenues while creating significant dynamic
reductions in the economy.

The Non-Additive Nature Of Tax Expenditures

There are no totals shown for tax expenditures in this Report. The cost of a tax expenditure shown in
this Report is measured assuming that every other tax expenditure remains unchanged. For example,
the cost of the deduction for medical expenses is measured assuming that the charitable donations
deduction remains intact. Consider a taxpayer that would remain in the same tax bracket if either the
medical deduction or the charitable donations deduction was eliminated but would move into a higher
income tax bracket if both were eliminated. In that case, the addition of the two independent estimates
would be different (smaller) than an estimate if the tax expenditures were eliminated as a group. In
general, the cost of a group of tax expenditures may not correspond to the sum of the cost of each tax
expenditure in that group. This is true because tax measures interact with one another. For this reason,
totals of tax expenditures are generally inaccurate and are not shown in this report.

Data Sources and Measurement Technigues

Listed below are the data sources used and the techniques used to estimate the cost of tax expenditures
for each of the tax regimes included in this Report.

Individual Income Taxes
Data i Individual income tax returns.

Technique T A microsimulation model run against the population of individual tax returns.

t

(0]
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Business Income Taxes
Data i Business income tax returns.

Technique T For corporations, a large-scale microsimulation model is run against the population of
corporation tax returns.

Sale and Use Taxes

Data i Sales and Use tax returns, importation tax returns and national accounts data.

Technique i A macroeconomic model identifies all of the goods and services in the economy and is used
to measure the impact of exemptions.

Excise Taxes
Data - Excise tax return data and national accounts data.

Technique T The dollar amount of the exempt good is multiplied by the appropriate excise tax rate.

V. IDENTIFICATION OF TAX EXPENDITURES AND BENCHMARKING

Tax expenditures are identified by reference to benchmark tax law. The benchmark law is characterized
by four fundamental aspects of the tax system including: the tax base, the tax rate, the unit of taxation
and the period of taxation. Any departure from this benchmark that reduces taxes is considered a ftax
expenditurea This broad approach provides greater transparency by ensuring that information is being
disclosed on a wide range of tax measures.

Note that this Report does not include tax expenditures under Act 154. This is because there is no
underlying economic or tax concept as to the type of economic activity that is taxed under Act 154. Act
154 was designed simply to raise a certain amount of revenues and the base of the tax as well as the
credits were chosen to achieve that revenue target. Therefore, there is no benchmark concept from which
departures can be identified and there are no tax expenditures.

Appearing below is a description of the benchmark for each of the four tax regimes for which tax
expenditures estimates are presented in this Report.

Income Taxes
The tax base for both the individual and business income taxes are patterned on a comprehensive income
tax, which defines #@Aincomeo a(§ the change snunehwealth in a given
period of time. However, there is an exception to this definition of income in order to arrive at the

normative baseline from which departures are measured as tax expenditures.

The normative income tax baseline only includes income when it is realized. The unrealized capital gains
on both assets and debt are not included in the normative income tax baseline. Thus, the deferral of tax
on unrealized capital gains is not regarded as a tax expenditure.

on:s
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Departures from this normative income tax baseline are tax expenditures for both individual and business
income. An example of such a departure is the deductibility of charitable contributions for individuals
(See TEBI 4 in the tables appearing in Section V. The Tax Expenditure Budget). The normative individual
income tax baseline would not allow a deduction for personal expenditures, including charitable
contributions. In contrast the PRIRC Section 1033.15(a)(3)(A) allows a deduction in the amount of
contributions or gifts made during the tax year to, or for use by, non-profit organizations. This generates
a tax expenditure.

Individual Income Taxes

Tax Base - The normative individual income tax baseline allows personal exemptions, a standard
deduction, and deduction of expenses incurred in earning income. In addition, individual tax rates,
including brackets, standard deduction, and personal exemptions are allowed to vary under the normative
baseline and are not tax expenditures.

Rate T The tax rate is the progressive rate structure in existence at the time of the Report. This means
that the progressive tax rate structure is not a tax expenditure.

Unit of Taxation i The individual.
Period of Taxation i The calendar year.
Notes on Individual Income Taxes 1

Schedule B Credits i Schedule B credits are tax credits available to businesses. A subset of the
Schedule B credits are those tax credits generated by businesses that have no tax liabilities and which
may transfer such tax credits to third parties. Business entities in a loss position and no tax liabilities but
entiled to such tax credits can raise cash by selling the same (at a discount) to other businesses or
individuals who may use them to reduce their income tax liabilities. In these cases, the benefit of the tax
credit is shared between the business that generated the tax credit and the business or individual
purchaser of the credit. In this Report there is no attempt to share out the benefit of the credit between
the seller and the acquirer of the tax credit. Instead the Schedule B credits are shown as a tax expenditure
in the tax regime (individual or corporate) where the credit was claimed.

Business Income Taxes
Tax Base i The normative business income tax baseline allows expenses incurred in earning income.
Expenses incurred in earning income include wages, depreciation deductions and certain other expenses
that are incurred in earning income. The separate corporate tax system is considered part of the

normative business income tax baseline and does not by itself generate a tax expenditure.

Rate 1T The tax rate is the progressive rate structure in existence at the time of the Report. This means
that the progressive tax rate structure is not a tax expenditure.

Unit of Taxation i The legal business entity.

Period of Taxation i The fiscal year of the taxpayer.
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Notes on Business Income Taxes -

Non-Corporate Business - This Report does not include the cost of tax expenditures for non-
corporate businesses. The income of non-corporate businesses is attributed to the individual owner and
is taxed on his tax return at the individual tax rate. Currently, the data needed to produce tax expenditures
for non-corporate business is not available. We hope to include tax expenditures for non-corporate
businesses in a future PRTER.

Depreciation T The comprehensive income tax base forming the benchmark allows a deduction
for economic depreciation. The current tax law generally allows depreciation under several variants of
accelerated depreciation. To the extent that tax law allows more depreciation deductions earlier in the
life of depreciable property than economic depreciation does, a deferral of taxes is created. The deferral
of taxes is a policy to encourage investment that creates a loss of revenues to the government and, thus,
is a tax expenditure. In order to measure the cost of this tax expenditure, it is necessary to know what
the rate of economic depreciation is for the several classes of assets under the tax law. We are not
aware of any studies of economic depreciation in Puerto Rico and, thus, can not at this time measure the
cost of the tax expenditure resulting from the PRIRC accelerated depreciation provisions.

Sale and Use Taxes

Tax Base - The normative tax base for sales and use taxes is total personal consumption
occurring in Puerto Rico. Any departure from this normative tax base is considered a tax expenditure.
For example, the Exemption for Prescription Drugs (See TEB-251 in the tables appearing in Section V.
The Tax Expenditure Budget) is a tax expenditure. The sales and use tax normative baseline is personal
consumption expenditures which includes the purchase by individuals of prescription drugs. In contrast,
the PRIRC Section 4030.12 exempts medicines for human consumption that may be acquired solely or
exclusively under a medical prescription (Rx products) including the jars and lids security tags and bags
inherent to the office of prescription drugs from the sales and use tax. This departure from the normative
tax base generates a tax expenditure.

Rate i The benchmark tax rate is 10 percent.
Unit of Taxation i The burden of the tax falls on the consumer.

Period of Taxation T Taxes are due either when the good or service is imported or when it is sold to the
consumer.

Notes on Sales and Use Taxes i

Since the benchmark tax base for the Sales and Use Tax is personal consumption, the taxation
of business to business transactions, such as the tax on services sold from one business to another, is
not part of the benchmark tax base. Such sales and use taxes are an addition to the benchmark tax base
that would yield additional tax revenues. Thus, the general exemption of business to business sales from
the tax base is not a tax expenditure. This contrasts with, for example, an exemption for food items,
whoseconsumption is, part of the benchmark tax base; making their exemption a tax expenditure.

Excise Taxes

Tax Base - The normative tax base is the total production and importation of the goods being taxed.

10
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Rate i The benchmark tax rate differs by product and is the standard rate under the law for that product.
Unit of Taxation i The burden of the tax falls on the consumer.

Period of Taxation i Taxes are due at the time that the goods enter inventory.

V. The Tax Expenditure Budget

The Tax Expenditure Budget (ATEBJ is a list of tax expenditures along with the revenue foregone due to
each tax expenditure. The TEB also includes a description of each tax expenditure and a legal citation
for the statutory provision that created the tax expenditure.

Each tax expenditure is identified by a TEB number that uniquely identifies that tax expenditure. For
example, the mortgage interest deduction available to individuals for income tax purposes is TEB-1.
There are 302 tax expenditures included in this Report each uniquely identified by its TEB number.

Each tax expenditure is classified into three major categories including the tax regime, the type of tax
expenditure and the budget category.

The tax regime classification is one of the four tax regimes appearing in Section V above, they include:

Individual Income Tax;
Corporate Income Tax;
Sales and Use Tax;
Excise Taxes.

PwbNE

The type of tax expenditure refers to the accounting form that the tax expenditure takes. Six types of
tax expenditures are included in this Report including:

Credit

Deduction
Exclusion
Exemption
Preferential Rate
Deferral of Taxes

ogrwNE

The budget category refers to a policy grouping that is similar to the groupings shown in the Budget of
Puerto Rico on a more detailed basis. The budget categories include:

1.Art, culture, sport & recreation 2-Business farming and fishing

3.Business research and development 4.Business i small business

5.Business i other 6.Donation, gifts, charities and non-profit organizations
7.Economic development 8.Education

9.Employment 10. Environment

11.Families and households 12. Health

13.Housing 14. Income support

15.Intergovernmental tax arrangements 16.International

11
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17.0thers 18.Retirement
19.Savings and Investment 20.Social

Hacienda plans to publish the PRTER once a year during the first few months of the calendar year. Each
edition will include tax expenditures for an additional taxable year. This edition, published in September
2019 includes tax expenditures for taxable year 2017. The next edition will likely be published in March
2020 and include tax expenditures for tax years 2017 and 2018. It is expected that the 2020 edition of
the PRTER will include revised tax expenditures for 2017. Revisions most often occur as a result of
revised or new source data. New legislation may affect the future list of tax expenditures. The normative
baseline for each of the tax regimes included in the report will be reviewed at the time of compilation of
future editions of the PRTER. Changes to the normative baseline may impact the list of tax expenditures
and their measurement.

Hacienda is now incorporating a new tax administration system called SURI. It is expected that better
guality and additional data will be available as the new IT system becomes operational. This too may
have an affect on the estimates of tax expenditures.

Hacienda is considering producing projections of tax expenditures in future editions of the PRTER.
Finally, in future editions of the PRTER Hacienda hopes to be able to provide estimates of foregone

revenues for tax expenditures that for a variety of reasons were not included in this Report. Examples of
such tax expenditures include non-corporate business and depreciation.

12
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Five tables appear in this Report. Tables 1, 2 and 3 are summary tables that show the count of tax
expenditures cross-classified among the three major classification categories.

Table 1

This table classifies the number of tax expenditures in each regime into its type of tax expenditure. For
example, reading across the first line of Table 1, corporations can claim 141 different tax expenditures,
91 of which are the credit type of tax expenditure.

Table 1
Tax Expenditure by Type Regime and Type of Expenditure
Tax Year 2017, Counts of units

Tax Regime | Type of Preferential

Expenditures Credits Deductions Exclusions Exemptions Tax Rate Deferrals Grand Total
1-Individual 28 10 8 47 11 104
2- Corporations 62 9 3 35 27 6 142
3- SUT 4 23 27
4- Excise Tax 1 16 12 29
Grand Total 91 19 31 117 38 6 302

Table 2
Table 2 classifies the number of tax expenditures in each budget category into its tax regime. For

example, reading across the first line of Table 2, there are 17 tax expenditures in the budget category of
AnArt, cul tur e, sport & r imedrbecarporationso |, 7 of whi ch can

13
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Table 2
Tax Expenditure by Tax Regime and Budget Category
Tax Year 2017, Counts of units
Tax Regime / Budget Category 1-Individual 2-Corporations 3-SUT 4-Excise Tax Grand Total
1 Art, Culture, Sport &Recreation 8 7 1 16
2 Business farming and fishing 1 6 1 8
3 Business research and development 2 6 1 9
4 Business- small business 1 2 1, 4
5 Business-other 20 41 4 2 67
6 Donation, gifts, charities and non-profit organizatior 3 2 2 7
7 Economic development 7 36, 1 2 46
8 Education 2 3 1 6
9 Employment 4 10 14
10 Environment 2 5 1 1 9
11 Families and households 2 4 6
12 Health 7 2 3 2 14
13 Housing 5 5 10
14 Income support 7 1 8
15 Intergovernamental tax arragements 1 10 11
16 International 2 4 3 9
17 Others 6 3 4 13
18 Retirement 6 6
19 Savings and investment 17, 12 1 30
20 Social 1 1 6, 1 9
Grand Total 104 142 27 29 302

Table 3

Table 3 is similar to Table 1 but provides detail below the tax regime level showing the cross-classification
by type of tax expenditure for each of the Incentive Acts and Excise Taxes.

For example, reading across the first line of Table 3, there are 82 tax expenditures that can be claimed
by regular corporations, 25 of which are credits.

14
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Table 3
Tax Expenditure by Type Tax Regime (Detail) and Type of Expenditures
Tax Year 2017, Counts of units

Preferential

Tax Regime / Budget Category Credits Deductions Exclusions Exemptions Tax Rate Deferrals Grand Total
1-Individual 28 10 8 47 11 104
2-Corporations 62 9 3 35 27 6 142

Regular Corporate 24 4 3 35 5 6 77

Incentive Acts

Film Industry 1 2 3
Finance/Investment 4 4
Green Energy 1 1
Industrial Development 19 3 3 25
Tourism Development 1 4 5
Hospital Facilities 1 1
Community Rehabilitation 5 4 9
Farm Incentives 1 2 3
Encourage Employment 3 2 1 6
Others 6 6
Environment 2 2
3-SUT 4 23 27
4-Excise Tax 1 16 12 29
Cigarretes 2 2
Crude oil and petroleum products 6 6
Distilled Spirits and Alcoholic Beverages 3 3
Fuel 4 4
Other related Fuel and petroleum products 3 3
Vehicles 1 10 11
Grand Total 91 19 31 117 38 6 302

Table 4

This table can be considered the main table in this Report. It shows the foregone revenue for each of
the 302 tax expenditures ordered by TEB number and organized by tax regime, and within tax regime
organized by type of tax expenditure. The columns also show the type of expenditure. For example, the
first line of the report shows that the revenue foregone from tax expenditure TEB-1, mortage interest
deduction, is $201.3 million dollars.
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Table 4

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Tax Regime
INDIVIDUAL INCOME TAX

(Millions of dollars, Each Tax Expenditure is Independently Estimated. Due to Interactions, Tax Expenditures

Can Not be

TEB ID

Added To a Meaningful Total)

Tax expenditures

Deductions

TEB 1 Home mortgage interest

TEB 2 Casualty loss on your principal residence

TEB 3 Medical Expenses

TEB 4 Charitable contributions

TEB 5 Loss of personal property as a result of certain
casualties

TEB 6 Contributions to governmental pension mtirement
systems

TEB 7 Contributtions to individual retirement accounts

TEB 8 Contribution to health savings accounts with a high
annual deductible medical plan

TEB 9 Educational Contribution Account

TEB10 LYGSNBad LI AR 2y aiddzRSy]

Exclusions

TEB11 Life insurance

TEB12  Donations, legacies and inheritances

Budget Category

Housing

Housing

Health

Donation,gifts,
charities and non
profit organization
Families and
households

Retirement

Retirement

Health

Education

Education

Health

Donation, gifts,
charities and non
profit organization

Revenue Forgon
2017

201.3

17.0

13.2

20.1

5.0

52.2

19.7

n.c.

0.7

9.3

1.8

9.8

16
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TEB13  Compensation for injuries or sickness

TEB14  Benefits from federal social security for edde and
survivors

TEB15 Income derived from discharge of debts

TEB16  Childsupport payments

TEB17  Amounts paid by an employer as reimbursement of
expenses related to trips, meals, lodging,
entertainment and others

TEB18  Otherexclusions

Exemptions

TEB19  Additional Personal Exemption for Veterans

TEB20  Fringe benefits paid by the employer in relation to &
cafeteria plan

TEB21 Interest upon-Obligations from the United States
Government, any of its states, territories or political
subdivisions

TEB22 Interestupon-Obligations from the Government of
Puerto Rico

TEB23 Interest upon-Certain Mortgages

TEB24 Interest upon-Deposits in Puerto Ridnterest bearing
accounts up to $2,000 ($4,000 for married filing
jointly)

TEB25 Interest upon-Other interest subject to alternate bag
tax reported in a Form 480.6D

TEB26 Interest upon-Other interest not subject to alternate
basic tax reported in a Form 480.6D

TEB27 Interest upon-Other interest subject to alternate bas

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

tax not reported in &orm 480.6D

Health

Social

Savings and
investment

Families and
households

Businessther

Others

Income support

Employment

Savings and

investment

Savings and
investment

Savings and
investment

Savings and
investment

Savings and
investment

Savings and
investment

Savings and
investment

4.3

124.9

4.4

15

38.2

2.5

3.6

0.1

4.6

22.1

4.8

4.2

n.c.

1.0

0.2

17



18

TEB28

TEB29

TEB30

TEB31

TEB32

TEB33

TEB34

TEB35

TEB36

TEB37

TEB38

TEB39

TEB40

TEB41

TEB42

TEB43

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Interest upon-Other interest not subject to alternate
basic tax not reported in a Form 480.6D

Dividendsof--Subject to alternate basic tax reported
a Form 480.6D

Dividends of-Not subject to alternate basic tax
reported in a Form 480.6D

Dividends ofSubject toalternate basic tax not
reported in a Form 480.6D

Dividends of-Not subject to alternate basic tax not
reported in a Form 480.6D

Expenses of priests or ministers
Recapture of bad debts, pror taxes, surcharges ang
other items

Stipends received by certain physicians during the
intership period

Prize from the Lottery of Puerto Rico and the Additdg
Lottery

Income from pensions ar annuities, up to the
applicable limitation

Christmas Bonus, Summer Bonus and Medicine Bg
Gain from the sale or exchange of principal residen
by certain individuals and qualified property

Certain income related to the operation of an
employeesowned special corporation

Cost of living allowance (COLA)

Unemploymentompensation

Compensation received from active military service
a combat zone

Savings and

investment

Businessther

Businessther

Businessther

Businessother

Donation, gifts,
charities and non
profit organization
Businessther

Health

Intergovernamental tax

arragements

Retirement

Income support

Housing

Employment

Income support

Employment

Income support

0.4

2.2

n.d.a.

*)

7.3

*)

*)

2.3

2.3

86.8

*)

4.4

*)

7.4

*)

0.4
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TEB44

TEB45

TEB46

TEB47

TEB48

TEB49

TEBS50

TEBS1

TEBS2

TEBS53

TEBS54

TEBS55

TEB56

TEBS7

TEBS58

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Compensation received by an eligible researcher o
scientist

Rents from the Historic Zone

| 2YLISyaladAazy G2 OAGAT Sy
Puerto Rico for the production of film projects

Income from overtime worked by a Puerto Rico Pol
member

Income from sources outside of Puerto Rico

Remuneration received by employees of foreign
governments or international organizations

Income from buildings rented to the Government of
Puerto Rico for public hospitals, health or convalesg
homes, pilic schools (Contracts in force at Novemi
22, 2010) and residential rent under Act 13210
Income derived by the taxpayer from the resale of
personal property or services which acquisition wag
subject totax under Section 3070.01 or Section 210
of the Internal Revenue Code of 1994
Accumulated Gain in Nonqualified Options

Distributions of Amount®reviously Notified as
Deemed Eligible Distributions

Distributions from NorDeductible Individual
Retirement Accounts

Special Compensation Paid doea Liquidation or
Close of Businesses under Article 10 of Act No. 80
May 30, 1976

Salaries from Overtime during Emergency Situation

Income fromcopyrights up to $10,000 under Act 516
2004

Income received by designers and translators up to
$6,000 under Act 512004

Business research and
development

Art, Culture, Sport

&Recreation

Businessother

International

Businessother

International

Health

Savings and investmen

Savings and investmen

Savings and investmen

Retirement

Businessother

Income support

Art, Culture, Sport

&Recreation

Art, Culture, Sport
&Recreation

0.4

0.8

*)

6.0

82.1

0.5

13.1

*)

2.6

33.1

2.2

22.8

10.2

*)

*)
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TEBS9

TEBG60

TEBG61

TEB62

TEBG63

TEBG64

TEB65

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Distributable share on exemjitcome from pass
through entities

Income derived by young people from wages, servi
rendered, selemployment or new business with
special agreement (Act 13014)

Qualified payments and transactions due to hurrical
Maria

Other payments subject to alternate basic tax repor|
in a Form 480.6D

Other payments not subject to alternate basic tax
reported in a Form 480.6D

Other exemptions subject to alternate basic tax not
reported in a Form 480.6D

Other exemptions not subject to alternate basic tax
not reported in a Form 480.6D

Preferential Tax Rate

TEB66

TEBG67

TEB68

TEB69

TEB70

TEB71

TEB72

TEB73

Net longterm capital gain (or loss) under Act
Interest from IRA on deposits in accounts from
certainfinancial institutions

Interest on deposits in accounts from certain financ
institutions

Interest from distributions of IRA to Governmental
Pensioners

Non-exempt eligible interest paid or credited on
bonds, notes, other obligations or mortgage loans

Eligible distribution of dividends
Income paid by sport teams of international
associations or federations

Total distributions from qualified retirement plans

Businessother

Businesssmall busines

Income support

Others

Others

Others

Others

Savings and
investment

Savings and
investment

Savings and
investment

Retirement
Savings and
investment

Savings and
investment

Art, Culture, Sport
&Recreation

Retirement

55.2

42.5

14.4

0.3

5.8

0.2

n.d.a.

26.5

*)

1.2

*)

0.8

7.2

*)

2.5
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TEB74

TEB75

TEB76

Credits

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Gain taxable at rate under an Incentives Ac2D47
(K, L, M, or N) and/or wages ( Qualified
Physicians)

Any other income subject to a preferential rates

Eligible distributions due to hurricane Maria

Subject toMoraratorium

TEB77

TEB78

TEB79

TEBS8O0

TEB81

TEB82

TEB83

TEB84

TEB85

TEB86

TEB87

TEB88

Credit attributable to losses or for investment in the
Capital Investment Fund, Aet6-2000, including
purchases.

Credit for construction investment in urban centers
(Act 2122002, asamended)

Credit for merchants affected by urban centers
revitalization (Act 2122002, as amended) including
purchases.

Credit for purchases of produatsanufactured in
Puerto Rico and Puerto Rican agricultural products

Credit for the establishment of an eligible conservat
easement or donation of eligible land (Act 183301,
as amended), includingurchases.

Other credits subject to moratorium not included on
the preceding lines

Credits carried from previous years

Purchases: Solid Waste Disposal (Act2@&B1)

Purchases: Capital Investment Fund (Ac2@60)

Purchases: : Theatrical District of Santurce (&&
2000)

Purchases: Credit for investment in housing
infrastructure (Act 98001, as amended)

Purchases: Credit for investment in the constructior]
rehabilitation of rental housing projects for low or

moderate income families (Act 14D01)

Health

Others

Income support

Businessther

Economic
development

Economic
development

Business farming and
fishing

Environment

Businessther
Businessther
Environment
Economic

development

Art, Culture, Sport
&Recreation

Housing

Housing

126.6

37.8

0.3

n.c.

1.2
(*)

*)

1.1
*)

13

n.c.

n.c.

n.c.

11

13
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TEB89

Not subject to Moraratorium

TEB9O

TEBO91

TEB92

TEB93

TEB94

TEB95

TEB96

TEB97

TEB98

TEB99

TEB100

TEB101

TEB102

TEB103

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Purchases: Others

Credit forinvestment in Tourism Development (Act-1
1993) or Farming (Act 22B95), , including purchass

Credit for: (23) Section 4(a) of Act 8 of 1987 and/or
(24) Section 3(b) of Act 13397

Credit for investment in film industry development
(Act 272011), including purchases.

Credit for the purchase or transmission of television
programming made in Puerto Rico (Section 1051.14

/ NBRA
foundations

F2NJ O2y G NR G dzii A 2

Credit for payment of Memebership Certificates by
Ordinary and Extraordinary Member of Employees
Owned Special Corporations

Credit to investors who acquire axempt business
that is in the process of closing its operations in Pug
Rico (Act 102001), including purchases.

Credit for contributionsii 2 Y éoo0o0 { I yi
Palace Patronage and/or (34) Patronage of the Sta
Captol of the Legislative Assembly]

Other credits not included on the preceding lines

Credits carried from previous years

Credit for investment Act #2008, including
purchases.

Credit for investment Act 82010(Green Energy),
including purchases.

Purchase: Economic Incentives (Research and
Development) (Act 7-2008)

Purchase: Economic Incentives (Strategic Projects)
73-2008)

Businessther

Economic
development

Economic
development

Economic
development

Art, Culture, Sport
&Recreation

Art, Culture, Sport

&Recreation

Employment

Businessther

Art, Culture, Sport

&Recreation

Businessther

Businessther

Businessther

Businessther

Business research ar

development

Economic
development

0.5

111

1.7

6.0

n.c.

*)

*)

n.c.

n.c.

0.2

3.7

3.3

*)

22.5

1.6
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TEB104 PurchaseOther
Tax Regime

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

CORPORATE INCOME TAX [Millions of dollars]

REGULAR CORPORATE

Tax expenditures

Deductions

TEB-105

TEB- 106

TEB 107

TEB- 108

Deferrals
TER109
TER110

TER111
TER112
TER113

TER114

Exemptamount under Act 132014 (Young

Entrepreneurs Act)

Special Agreement for the Creation of Employment
and constitutes a New Business under the provisior

Act 12013

Chatritable contributions

Deduction under Act 186 n m n

Act")

CurrentDepreciation

Flexible Depreciation

Accelerated Depreciation

Amortization (i.e. Goodwill)

Automobiles

Vehicles under financial lease

Preferential Tax Rate

TEB 115

TEB 116

TEB 117

Net longterm capital gain
Interest subject to preferential rates

Distributable share on net income subject to
preferential rates from partnerships and special

partnerships

04t NADI

Businessther

Budget Category

Businessther

Employment

Donation, gifts,
charities and non
profit organization
Businessther

Businessther

Businessther
Businessother
Businessther
Businessother

Businessother

Savings and investmen
Savings and investmen

Businessother

2017

19.7

2.0
*)

4.5

n.d.a.

X «
X «
X«
X «
X«

X ¢

26.1

0.2
*)
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TEB 118 Net income subject to the 4% tax rate from the

operations of arinternational financial entity that
operates as a banking unit

TEB- 119 Other income subject to preferential rates

Exclusions

TEB-120

Plantation insurance

TEB 121 Income derived from discharge of debts

TEB-122  Other exclusions

Exemptions

TEB123  Obligations from the United States Government, an
its statesterritories or political subdivisions

TEB124  Obligations from the Commonwealth of Puerto Ricd

TEB125  Securities under Agricultural Loans Act

TEB126  Certain Mortgages

TEB127  Obligations secured or guaranteed under the
{ SNBAOSYSyQa wSlIRa2dzalYS§

TEB128  Securities issued by cooperative associations up to
$5,000

TEB129  Obligations issued by the Conservation, Housing af
| dzYl'y 5S@St 2LIYSyd ¢ NHza G
Patronage an@&ER of Puerto Rico

TEB130 Loans granted by a commercial bank to an employe
owned special corporation for certain purposes

TEB131 Loans granted by a commercial baniPurerto Rico for
acquisition and payment of membership certificated
an employee owned special corporation

TEB132 Loans granted by a commercial bank in Puerto Ricq
the purchase or investment in preferred stocks of a
employees owned special corporation

TEB133  Loans for the establishment or expansion of small &
medium businesses up to $250,000

TEB134  Loans for the capitalization of small and medium
businesses up to $250,000

TEB135  Other interest reported in Form 480.6D

TEB136  Other interest not reported in Form 480.6D

TEB137  Industrial development income derived from certain

interests

International

Businessother

Business farming and
fishing
Businessther

Others

Savings and investmen

Savings and investmen

Business farming and
fishing

Savings and investmen
Savings and investmen
Savings and investmen
Donation, gifts,
charities and non

profit organization
Employment

Employment

Employment

Businesssmall businesy
Businesssmall businesy

Savings and investmen

Savings and investmen

Savings and investmen

n.d.a.

*)

*)

4.7

0.7

27.4
n.d.a.

*)

1.0
0.1
*)
(*)

0.0

0.0

*)

0.0

0.0
(*)

0.7
*)
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TEB138

TEB139

TEB140
TEB141

TEB142

TEB143

TEB144

TEB145

TEB146
TEB147
TEB148

TEB149

TEB150

TEB151

TEB152

TEB153

TEB154

TEB155

TEB156

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Cooperative associations

International Insurer or Holding Company of the
International Insurer
Other dividends reported in a Form 480.6D

Other dividends not reported in a Form 480.6D

Recapture of bad debts, pritaixes, surcharges and
other items

Income from news agencies or unions

Certain income related to the operation of an
employees owned special corporation
Incomereceived or earned in relation to the
celebration of sports games organized by internatio
associations or federations

Income derived by the International Insurer or Holdi
Company of the International $nirer

Rents from the Historic Zone

Lyo2YS FNRBY @SaasSfta
protection and indemnity

Income from buildings rented to the Commonwealth
of Puerto Rico for public hospitals or schools, or he
homes (Contracts in force as of November 22, 201(
Income derived by the taxpayer from the resale of
personal property or services which acquisition wag
subject to tax under Section 3070.01 or Section 21(
of the Internal Revenue Code of 1994

Distributions of Amounts Previously Notified as
Deemed Eligible Distributions under Sections
1023.06(j) and 1023.25(b)

Distributions of Dividends or Benefits from Industrig
Development Income of Exempt Businesses and in
Liquidation under Act 72008 and Act 138997

Rent of residential property under Act 1:2P10

26y

Income produced by a new business that operates
under a special Act for the incentive and financing
young entrepreneurs (Act 138014)

Distributable share in thexempt income from pass
through entities (Forms 480.6 EC, 480.6 SE and 48
S)

Other payments reported in a Form 480.6 D

Businessother

International

Savings and investmen
Savings and investmen

Businessother

Employment

Employment

Art, Culture, Sport
&Recreation

International

Art, Culture, Sport
&Recreation

Businessother

Social

Businessother

Economic development

Economic development

Housing

Businessother

Businessther

Businessther

*)
*)
*)
*)
*)

(*)
(*)
*)

0.1
0.3
0.5
0.6

0.0

*)

2.8

13

2.6

0.5

0.2
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TEB157

Credits

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Other exemptions

Subject to Moraratorium

TEB- 158

TEB-159

TEB- 160

TEB- 161

TEB- 162

TEB- 163

TEB- 164

TEB-165

TEB- 166

TEB- 167

TEB- 168

TEB- 169

Credit attributable to losses or for investment in the
Capital Investment Fund, Aet6, including purchaseg
Credit for investment in housing infrastructure (Act
2001, as amended)including purchases.

Credit for investment in the construction or
rehabilitation of rental housing projects ftow or
moderate income families (Act 14M01), including
purchases.

Credit for construction investment in urban centers
(Act 2122012, as amendedincluding purchases.
Credit for merchants affected by urban centers
revitalization (Act 2122002, as amended)

Credit for purchases of products manufactured in
Puerto Rico an®uerto Rican agricultural products
Credit for the establishment of an eligible conservat
easement or donation of eligible land (Act 13301,
as amended)including purchases.

Credits carried from previous years

Other credits not included on the preceding lines

Purchase: Solid Waste Disposal (Act-2691)

Purchase: Santurce Theatrical District (Act-2@80)

Purchase: Other Credits

Not subject toMoraratorium

TEB 170

TEB 171

TEB 172

TEB- 173

TEB 174

TEB-175

Credit for increase in investments

Credit for investment in film industry development
(Act 2#2011),including purchases.

Credit to investors who acquire an exempt businesy
that is in the process of closing its operations in Pug
Rico (Act 102001),including purchases.

Credit forcontributionsG 2 Y 6000 { I yi
Palace Patronage and/or (34) Patronage of the Sta
Capitol of the Legislative Assembly]

Credit for investment Act3-2008,including
purchases.

Credit for investment Act 83010(Green Energy
Incentives)

Businessther

Businesther
Housing

Housing

Economic
development
Economic
development
Business farming and
fishing

Environment

Businessther
Businessther
Environment

Art, Culture, Sport

&Recreation
Businessther

Economic
development
Economic
development
Businessother

Art, Culture, Sport
&Recreation
Businessther

Businessther

33.8

0.8
*)

*)

2.0
1.8
*)

2.8

2.6

0.2
*)
*)
*)

*)

6.1
*)

0.3

4.8

0.2
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TEB-176
TEB 177
TEB-178
TEB-179
TEB-180

TEB 181

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Credits carried from previous years
Other credits not included on the preceding lines
Purchase:Tourism Development (ActT/@03)

Purchase: Economic Incentives (Research and
Development) (Act 7-2008)

Purchase: Economic Incentives (Strategic Projects)
73-2008)

PurchaseOther Credits

Incentives Acts

Preferential Tax Rate

TEB 182

TEB183

TEB184

TEB185

TEB 186

TEB187

TEB 188

TEB 189

TEB 190

TEB191

TEB 192

TEB 193

TEB194

TEB195

TEB 196

TEB197

Act 135- 1997, Tax Incentives Law of 1998

Act 73- 2008, Economic Incentives for the
Development of Puerto Rico
Act 20- 2012, Export Services

Act 52- 1983, Tourist Incentives Law of Puerto Rico

Act 78- 1993, Tourism Development Law of Puerto
Rico

Act 74- 2010, Tourism Development Law of Puerto
Rico

Act 118- 2010, Law of Incentives fdunicipal
Economic Development andlourism

Act 83- 2010, Puerto Rico Green Energy Incentives
Law

Act 362- 1999, Law for the Development of the Film
Industry

Act 27-2011, Law of Economic Incentives for the Fil
Industry of Puerto Rico

Act 168- 1968, Tax Incentives Law for Hospital
Facilities

Act 148- 1988, Special Law for the Rehabilitation ar
Development of Santurce

Act 75- 1995, Special Law for the Rehabilitation an
Development of Rio Piedras

Act 225- 1995, Law on Agricultural Contributive
Incentives of Puerto Rico

Act 14- 1996, Special Law for the Development of
Castafier

Act 178- 2000, Special Law for the Creation of the

Theater District of Santurce

Businessther
Businessther

Economic
development
Business research arn
development
Economic
development
Businessther

Economic
development
Economic
development
Economic
development
Economic
development
Economic
development
Economic
development
Economic
development
Environment

Economic
development
Economic
development
Health

Economic
development
Economic
development
Business farming ang
fishing

Economic
development

Art, Culture, Sport
&Recreation

12.2
2.2
2.5
1.8
*)

14.7

(TEB 18-
TEB 18)

15,691.5
111.3
n.c.
n.c.

0.2
n.d.a

2.6
n.d.a
0.1

0.2
n.c.

n.c.
*)
n.c.

n.c.

A
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TEB198

TEB199
TEB200
TEB201
TEB202

TEB203

Credits

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Act 1-2013,Employment Now Law

Act 72- 1962, The Dairy Industry Corporation of Pug
Rico

Act 52- 1989- International Bank Center
Act273-2012, International Financial Center

Act 185- 2014, Private Equity Fund

Act 222012, Transfer of Investors to Puerto Rico

Subject to Moraratorium

TEB- 204

TEB- 205

TEB- 206

TEB- 207

TEB-208

TEB- 209

TEB- 210

TEB 211

TEB 212

TEB- 213

TEB 214

TEB- 215

Credit for products manufactured in Puerto Rico

Credit attributable to losses or for investment in the
Capital Investment Fund, including purchases.

Credit for increase in investments

Credit for purchases of produasanufactured in
Puerto Rico and Puerto Rican agricultural products

Credit for donation of an eligible conservation
easement or donation of eligible land (Act 13301,
as amended), including purchases.

Credit for construction investment in urban centers
(Act 2122002, as amended), includipgrrchases.

Credit for merchants affected by urban centers
revitalization (Act 2122002, as amended)

Other credits not included on the preceding lines

Credits carried from previous years

Purchase: Solid Waste Disposal (Act2691)

Purchase: Act 178000, Special Law for the Creatid
of the Theater District of Santurce

Purchase: Credit for investment in housing
infrastructure (Act 98001, as amended

Employment

Business farming and
fishing

Economic
development
Economic
development
Economic
development
Economic
development

Economic
development

Businessther

Businessther

Business farming and
fishing

Environment

Economic
development

Economic
development

Businessther

Businessther
Environment
Art, Culture, Sport

&Recreation

Housing

n.c.

n.d.a

n.d.a

n.d.a

2.3

29.0

n.c.

n.c.

n.c.

n.c.

n.c.

n.c.

n.c.

n.c.

n.c.

n.c.

n.c.

n.c.
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TEB- 216

TEB- 217

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Purchase: Credit for investment in the construction
rehabilitation of rental housing projects for low or
moderate income families (Act 14D01)

Purchase: : Other

Not subject toMoraratorium

TEB-218

TEB- 219

TEB-220

TEB 221

TEB- 222

TEB- 223

TEB 224

TEB- 225

TEB- 226

TEB 227

TEB- 228

TEB- 229

TEB- 230

TEB 231

TEB- 232

Credit for contributionsi 2 Y éoo0 { I yi
Palace Patronage and/or (34) Patronage of the Sta
Capitol of the Legislative Assembly]

Credit for hospital units over payroll expenses

Credit for purchases of products manufactured in
Puerto Rico

Credit for investment in research and development,
including purchases.

Credit for investment in machinery and equipment

Credit to reducehe cost of electric power

Credit for investment in strategic projects, incluiding
purchases.

Credit for industrial investment, incluidinmirchases.

Other credits not included on the preceding lines
Credits carried from previous years
Purchase: TourisiBevelopment (Act 78993)

Purchase: Film Industry Development (Act2021)

Purchase: Acquisition of an Exempt Business that i
the Process of Closing iBperations in Puerto Rico
(Act 1092001)

Purchase: Economic Incentives (Research and
Development) (Act 7-2008)

Purchase: Economincentives(Industrial
Development) Act 72008

Housing

Businessther

Art, Culture, Sport

&Recreation

Health

Businessther

Business research ar

development

Economic
development

Economic
development

Economic
development

Economic
development

Businessther

Businessther

Economic
development

Economic
development

Businessther

Business research arf

development

Businessther

n.c.

n.c.

n.c.

15.0

33.3

9.1

n.c.

8.3

n.c.

n.c.

*)

4.0

n.c.

n.c.

n.c.

(TEB 231

TEB 23} o.ad

9.7
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TEB 233 Purchase: Green Energy Incentives (Research and
Development) (Act 82010)

TEB- 234 PurchaseOther

Credits- Other Incentives Acts

TEB- 235 Credit for taxes withheld on royalty payments

TEB- 236 Special credits granted

TEB- 237 Credit for losses of United States parent company

TEB- 238 Credit for intellectual property transfer

TEB- 239 Credit for job creation

TEB- 240 Other applicable credits

TEB 241 Credit for "Closing Agreements”

Deductions

TEB- 242 Special deductions,Payroll deduction

TEB- 243 Speciabdeductions, Human resources training and
improvement expenses deduction

TEB- 244 Special deductions, Research and development
expense deduction

TEB- 245 Special deductions, Investment bnildings,
structures, machinery and equipment deduction

TEB- 246 Special deductions, Deduction for purchases of
products manufactured in Puerto Rico

Business research ar
development

Businessther

Businessther

Economic
development

International

Business research ar
development

Employment

Others

Others

Employment

Employment

Business research arn
development

Economic
development

Economic
development

0.8

n.c.

1.7

5.0

n.c.

*)

1.9

(TEB242 A

TEB 24p
6.8
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Tax Regime
SALE AND USE TAX [Millions of dollars]

TEB ID  Tax expenditures Budget Category 2017
Exemptions
TEB-247 Exemption for Promotional Material Businessother
0.7
TEB 248 Exemption on Taxable Iltems from a Transfer of Incomesupport
Residence 1.8
TEB 249 Exemption on Rights of Admission Art, Culture, Sport
&Recreation 0.1
TEB 250 Exemption on Food Iltems Families and
households 882.1
TEB 251 Exemption folPrescription Drugs Health
439.5
TEB 252 Exemptionon Articles and Equipment to Supplemel| Health
Physical or Physiological Deficiencies for Disabled 4.3
Persons
TEB 253 Exemption on Lease of Real Property Businessther
84.7
TEB 254 Exemption for Care Services Rendered by Child Cq Families and
Centers households 0.2
TEB 255 Exemption for Funeral Services Families and
households 4.8
TEB 256 Exemption for SolaElectric Equipment Environment
7.5

TEB 257 Exemption for Care Services Rendered by Elderly  Families and
Centers households 1.2

TEB 258 Exemptions on Articles fdlanufacturing Machinery, | Businessther
MedicatSurgical Material, Supplies, Articles, 17.4
Equipment and Technology Used in the Performang
of Health Services

TEB 259 Exemption for Textbooks Education

3.3

TEB 260 Exemption for Uniforms and Materials Education
10.1

31



32 PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

TEB 261 Exemption for Sales Made by Churches. Social
0.4
TEB 262 Exemption for Bona Fide Farmers. Business farming ang
fishing 4.2
TEB 263 Exemption from Payment of the Sales and Use Tax] Economic
Concession Holders under the Puerto Rico Tourisn development 3.2
Development Laws
TEB-264 Designated professional services Businessother n.d.a.
TEB 265 Educational services, including tuition costs Education
287.3
TEB 266 Interest and other charges for the use of money an¢ Savings and
charges for services provided figancial institutions. | investment 190.7
TEB- 267 Insurance services and commissions Social
91.8
TEB 268 Health or medical hospital services Health
715.6
TEB 269 Services rendered by persons whose annual busind Businesssmall
volume does not exceed fifty thousand (50,000) dol| business 14.3
Exclusions
TEB 270 Vehicles Social
1,930.7
TEB 271 Gasoline Social
1,959.7
TEB- 272 Electricity Social
1,256.8
TEB 273 Water Social
645.4
Tax Regime

EXCISE TAX [Millions of dollars]

VEHICLES

Credits
TEB274 Refund of Excise Taxesdahicles Powered by Environment
Alternative or Combined Energy 7.6
Exemptions
TEB- 275 Exemption Public Carriers for the First Vehicle Education
Including School Transportation and Heavy Vehicle 1.3
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TEB-276
TEB 277
TEB-278

TEB 279

TEB-280

TEB-281

TEB 282
TEB- 283

TEB 284

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Consular Officers and Employees Exemptions
Exemptions for Handicapped Persons

Church Exemptions Vehicles which hold twelve (12
more passengers

Exemptions for Donations to the Puerto Rico Police]
and the Police of the Municipal Governments

Exemptions on Articles fdanufacturing

Exemption on the first five thousand (5,000) dollars
the excise tax on any ndoxury automobile for
Nonprofit Charitable Institutions

Exemption over Articles Acquired by Government
Agencies

Exemption on Articles Belonging to Persons in
Government Service

Category Ill ambulances

CIGARRETES

Exemptions

TEB- 285

TEB- 286

Fuel

Exclusions

TEB287

TEB288

TEB 289

Tourists and Residents of Puerto Rico Traveling Ab

Exemption on Tobacco Products sold or transferred
military stores, canteens or other facilities operated
the trust-building of the Puerto Rico National Guard
your dealer.

Excludes natural gas of "Other Fuel"

Residual Fuel number 6, when it is acquired by the
Puerto Ricdelectric Power Authority

Residual Fuel number 6, when it is acquired by
industries and businesses when it is used for their

management of production

International
Health
Social

Donation, gifts,
charities and non
profit organization
Economic
development
Donation, gifts,
charities anchon-
profit organization
Intergovernamental
tax arragements

Intergovernamental
tax arragements

Health

International

Intergovernamental
tax arragements

Intergovernamental
tax arragements

Intergovernamental
tax arragements

Businessther

0.2
n.c

0.2

0.4

9.0

0.2

n.d.a.

n.d.a.

28.7

0.9
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TEB290

Exclusions

TEB291

TEB292

TEB293

TEB294

TEB295

TEB 296

TEB297

TEB298

TEB299

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Aviation gasoline and any combustible product in t
case it was for use and consumption in propelling a
transportation vehicles, destined to be consumed i
trips between Puerto Rico and other places or in ai
trips within the territorial ( 2 cent)

Crude oil and petroleum products

Generation of the Electric Power Authority or Other
entity

Natural gas used to generate electricity sold to the
Electric Power Authority or any successor entity

The Maritime Transportation Authority, asyiccessor
entity or any entity that operates the maritime
transport system serving the Municipality of Vieque
and Culebra islands.

Businesses holding a decree granted under7@et
2008, with respect to the provisions of subparagrap
(6) and (8) of Section 9 of said Act, or equivalent
sections of previous or superseding industrial incen
laws.

Crude oil, partly unfinishedroducts, the end
products derived from oil, or any other hydrocarbon
mixture used as lubricants or fuel for generating ste
for cooking, canning and sterilization of raw materig
obtained from industrial fishing.

Crudeoil, partly unfinished products, end products
derived from oil, or any other hydrocarbon mixture
used for vessels which render wharf services or usi
fuel for cargo ships, cruise ships or any other vessg
requiring these services, whether in territoriahters
or beyond them.

Crude oil, unfinished oils, oil end products, or any
other hydrocarbon mixture, subject to the excise tax
2y AGRASaSt 2Aft¢ SadlofA
Section 3020.06

Crude oil, unfinished oils, oil end products, or any
other hydrocarbon mixture, subject to the excise tax
2y AGRASaSt 2Afté¢ SadlofA
Section 3020.06

Crude oilpartly unfinished products, end products
derived from oil or any other hydrocarbon mixture
locally imported or sold to agencies and

instrumentalities of the Federal Government.

International

Intergovernamental
tax arragements

Intergovernamental
tax arragements

Intergovernamental
tax arragements

Economic

development

Others

Others

Others

Others

Intergovernamental
tax arragements

0.3

250.2

55.1

0.4

n.d.a.

n.d.a.

n.d.a.

37.3

n.d.a.

24

Distilled Spirits and Alcoholic Beverages
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Exclusions

TEB 300 Distilled spirits and alcoholic beverages when they { Intergovernamental

sold or transferred to the armed forces of the United tax arragements 41.0
States, including the National Guard of Puerto Rico
TEB 301 Distilled Spirits and Alcoholic Beverages Used in thf Businessesearch and n.a.

Process of Manufacture, Research, Development o] development
Experimentation in Laboratories or for Medicinal
Purposes

TEB- 302  Special Exemption to Beer, Malt Extract and others| Businessther
Progressive Tax in substitution of refer by 5021.01 28.0

Legend / Footnotes:

In order to measure the cost of this tax expenditure it is necessary to know what the rate of econ
depreciation is for the several classes of assets under the tax law. We are not aware of any studies of
economic depreciation in Puerto Rico and tlzas not at this time measure the cost of the tax expenditure
NB&adzZ GAy3I FNRBY (GKS GFE flsQa | OO0OSt SN SR RSLINE

* Between zero and-§100,000.

n.c. No Claim

n.d.a. No data available to support a meaningful estimaterojection
D Suppressed to avoid disclosure of individual companies.
A Agregated to avoid disclosure of individual companies.

o.a.d. Only Agregated data available

Table 4A

Table 4A rearrange the information in Table 4 by budget category. This table allow the user to identify
and group TEBs in ways that are more informative to policy objective deliberations.

Tvoe of Revenue
Tax expenditures ype ot Tax Regime Forgone
Expenditure
2017
1. ARTCULTURE, SPORT & RECREATION
1| TEB45 Rents from the Historic Zone Exemptions Individual 08
Income from copyrights up to : - .
2| TEBS57 $10.000 under Act 518004 Exemptions Individual *)
Income received bgesigners and
3| TEB58 translators up to $6,000 under Act | Exemptions Individual *)
516-2004
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4

5|

6|

7|

8|

9l

10|

11

12|

13|

14|

15|

16

TEB72

TEB86

TEBO93

TEB94

TEB97

TEB145

TEB147

TEB- 168

TEB 173

TEB197

TEB 214

TEB- 218

TEB- 249

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Income paid by sport teams of
international associations or
federations

Purchases: : TheatricBistrict of
Santurce (Act 17/2000)

Credit for the purchase or
transmission of television
programming made in Puerto Rico
(Section 1051.14)

Credit for contribution to former
I2PSNY2NBQ T2dzyR

Credit forcontributions to: (33)
{ryidl /1FGFrEAYFQa
and/or (34) Patronage of the State
Capitol of the Legislative Assembly]
Income received or earned in
relation to the celebration of sports
gamesorganized by international
associations or federations

Rents from the Historic Zone

Purchase: Santurce Theatrical Distr
(Act 1782000)

Credit for contributionsto: (33)
{FLyaGr [/ FOFEAYIF Q&
and/or (34) Patronage of the State
Capitol of the Legislative Assembly]
Act 178- 2000, Special Law for the
Creation of the Theater District of
Santurce

Purchase: Act 178000, Special
Law for the Creation of the Theater
District of Santurce

Credit for contributionsto: (33)
{FLydr [/ FOFEAYIlF Q&
and/or (34) Patronage of the State
Capitol of the Legislative Assembly]

Exemption on Rights of Admission

Preferential

Tax Rate

Credits

Credits

Credits

Credits

Exemptions

Exemptions

Credits

Credits

Preferential

Tax Rate

Credits

Credits

Exemptions

Individual

Individual

Individual

Individual

Individual

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

SUT

*)

n.c.

n.c.

*)

n.c.

(*)

0.3

*)

0.3

n.c.

n.c.

n.c.

0.1

2. BUSINESS FARMING AND FISHING

17|

TEBS8O

Credit for purchases of products
manufactured in Puerto Rico and

Puerto Rican agricultural products.

Credits

Individual

(*)
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18|

19|

20]

21|

22|

23|

24]

TEB- 120

TEB125

TEB 163

TEB195

TEB199

TEB 207

TEB 262

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Plantation insurance

Securities under Agricultural Loans
Act

Credit for purchases of products
manufactured in Puerto Rico and
Puerto Rican agricultural products
Act 225- 1995, Law on Agricultural
Contributive Incentives of Puerto
Rico

Act 72- 1962, The Dairy Industry
Corporation of Puerto Rico

Credit for purchases of products
manufactured in Puerto Rico and
Puerto Rican agricultural products

Exemption for Bona Fide Farmers.

Exclusions

Exemptions

Credits

Preferential
Tax Rate

Preferential
Tax Rate

Credits

Exemptions

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

SUT

*)

(*)

(*)

*)

n.d.a

n.c.

4.2

3. BUSINESS RESEARCH AND DEVELOPMENT

25|

26

27|

28|

29

30|

31|

32|

TEB44

TEB102

TEB- 179

TEB 221

TEB 231

TEB- 233

TEB- 238

TEB- 244

Compensation received by an eligil
researcher or scientist

Purchase: Economic Incentives
(Research anbevelopment) (Act 7-3
2008)

Purchase: Economic Incentives
(Research and Development) (Act 7
2008)

Credit for investment in research an
development, including purchases.

Purchase: Economic Incentives
(Research and Development) (Act 7
2008)
Purchase: Green Energy Incentive:
(Research and Development) (Act &
2010)

Credit for intellectual property
transfer

Special deductions, Research and
development expense deduction

Exemptions

Credits

Credits

Credits

Credits

Credits

Credits

Deductions

Individual

Individual

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

0.4

22.5

1.8

9.1

(TEB 231
TEB 23)

9.7

5.0

(TEB 242
TEB 24p
6.8
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33| TEB 301

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Distilled Spirits and Alcoholic
Beverages Used in the Process of
Manufacture, Research,
Development or Experimentation in
Laboratories or for Medicinal
Purposes

Exclusions

Excise Tax

n.a.

4. BUSINESSMALL BUSINESS

34| TEB60
35| TEB133
36| TEB134
37| TEB 269

Income derived by young people
from wages, services rendered, self
employment or new business with
special agreement (Act 13514)
Loans for the establishment or
expansion of small anthedium
businesses up to $250,000

Loans for the capitalization of small
and medium businesses up to
$250,000

Services rendered by persons whog
annual business volume does not
exceed fifty thousand (50,000)
dollars

Exemptions

Exemptions

Exemptions

Exemptions

Individual

Corporations

Corporations

SUT

14.3

5. BUSINESSTHE

38| TEB17
39| TEB29
40| TEB30
41| TEB31
42| TEB32
43| TEB34
44| TEBA46
45| TEBA48

Amounts paid by an employer as
reimbursement of expenses related
to trips, meals, lodging,
entertainment and others

Dividends of-Subject to alternate
basic tax reported in a Form 480.6C

Dividends ofNot subject to
alternate basic tax reported in a
Form 480.6D

Dividends of-Subject to alternate
basic tax not reported in a Form
480.6D

Dividendsof--Not subject to
alternate basic tax not reported in a
Form 480.6D

Recapture of bad debts, pror taxes,
surcharges and other items

/| 2YLISyaldAazy G2
nonresidents of Puerto Rico for the
production of film projects

Income from sources outside of

Puerto Rico

Exclusions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

38.2

2.2

n.d.a.

*)

7.3

(*)

(*)
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46|

47|

48|

49|

50|

51

52|

53|

54

55

56|

57|

58|

59

60|

TEBS55

TEBS9

TEB77

TEB82

TEB83

TEB89

TEB96

TEB98

TEB99

TEB100

TEB101

TEB104

TEB- 105

TEB- 108

TER109

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Special Compensation Paid due to |
Liguidation or Close of Businesses
under Article 10 of Act No. 80 of Ma
30, 1976

Distributable share on exempt
income from passhrough entities

Credit attributable to losses or for
investment in the Capital Investmen
Fund, Act46-2000, including
purchases.

Other credits subject tonoratorium
not included on the preceding lines

Credits carried from previous years

Purchases: Others

Credit to investors who acquire an
exempt business that is in the
process of closing its operations in
Puerto Rico (Act 162001), including
purchases.

Other credits not included on the
preceding lines

Credits carried from previous years

Credit for investment Act 73008,
including purchases.

Credit for investment Act 83
2010(Green Energy), including
purchases.

PurchaseOther

Exempt amount under Act 135014
(Young Entrepreneurs Act)

Deduction under Act 183014
a4t NAGFGS 9ljdzde

Current Depreciation

Exemptions

Exemptions

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Deductions

Deductions

Deferrals

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Corporations

Corporations

Corporations

22.8

55.2

n.c.

*)

13

0.5

n.c.

0.2

3.7

3.3

*)

19.7

2.0

n.d.a.

X d
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61

62|

63|

64|

65|

66|

67|

68

69

70|

71|

72|

73|

74|

75|

TER110

TER111

TER112

TER113

TER114

TEB- 117

TEB 119

TEB 121

TEB138

TEB142

TEB148

TEB150

TEB154

TEB155

TEB 156

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Flexible Depreciation

Accelerated Depreciation

Amortization (i.e Goodwill)

Automobiles

Vehicles under financial lease

Distributable share on net income
subject to preferential rates from
partnerships and special partnershi

Other income subject to preferential
rates

Income derived from discharge of
debts

Cooperative associations

Recapture of bad debts, prior taxes

surcharges and other items
Income from@SaasSta 204\
associations and mutual protection

and indemnity

Income derived by the taxpayer fror
the resale of personal property or
services which acquisition was
subject to taxunder Section 3070.01
or Section 2101 of the Internal
Revenue Code of 1994

Income produced by a new busines|
that operates under a special Act fo
the incentive and financing of young
entrepreneurs (Act 132014)
Distributable share in the exempt
income from passhrough entities
(Forms 480.6 EC, 480.6 SE and 48|
S)

Other payments reported in a Form
480.6 D

Deferrals

Deferrals

Deferrals

Deferrals

Deferrals

Preferential
Tax Rate

Preferential
Tax Rate

Exclusions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Xd

Xd

Xd

Xd

Xd

*)

*)

4.7

(*)

*)

0.5

2.6

0.5

0.2
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76|

77

78|

79

80|

81

82|

83|

84|

85|

86|

87|

88|

89

90|

91

TEB157

TEB-158

TEB- 165

TEB- 166

TEB 169

TEB 172

TEB 174

TEB- 175

TEB- 176

TEB 177

TEB 181

TEB- 205

TEB- 206

TEB 211

TEB 212

TEB 217

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Other exemptions

Creditattributable to losses or for
investment in the Capital Investmen
Fund, Act46, including purchases.

Credits carried from previous years

Other credits not included on the
preceding lines

Purchase: Other Credits

Credit to investors whacquire an
exempt business that is in the
process of closing its operations in
Puerto Rico (Act 162001),including
purchases.

Credit for investment Act 73
2008, including purchases.

Credit for investment Act 83
2010(Green Energy Incentives)

Credits carried from previous years

Other credits not included on the
preceding lines

PurchaseOther Credits

Credit attributable to losses or for
investment in the Capital Investmen
Fund, including purchases.

Credit for increase in investments

Other credits noincluded on the
preceding lines

Credits carried from previous years

Purchase: : Other

Exemptions

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

33.8

0.8

2.6

0.2

(*)

(*)

4.8

0.2

12.2

2.2

14.7

n.c.

n.c.

n.c.

n.c.

n.c.
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92| TEB 220
93| TEB 226
94| TEB 227
95| TEB 230
96| TEB 232
97| TEB 234
98| TEB 235
99| TEB 247
100 TEB 253
101] TEB 258
102| TEB 264
103| TEB289
104| TEB 302

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Credit for purchases groducts
manufactured in Puerto Rico

Other credits not included on the
preceding lines

Credits carried from previous years

Purchase: Acquisition of an Exempt
Business that is in the Process of
Closing its Operations in Puerto Rid
(Act 1092001)

Purchase: Economic
Incentives(Industrial Development)
Act 732008

PurchaseOther

Credit for taxes withheld on royalty
payments

Exemption for Promotional Material

Exemption on Lease of Real Propet

Exemptions orArticles for
Manufacturing Machinery, Medical
Surgical Material, Supplies, Articles
Equipment and Technology Used in
the Performance of Health Serviceg

Designated professional services

Residual Fuel number 6, when it is
acquired by industries and
businesses when it is used for their
management of production

Special Exemption Beer, Malt
Extract and others. Progressive Tax
substitution of refer by 5021.01

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Exemptions

Exemptions

Exemptions

Exemptions

Exclusions

Exclusions

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

SUT

SUT

SUT

SUT

Excise Tax

Excise Tax

33.3

(*)

4.0

n.c.

(TEB 231
TEB 23)

9.7

0.8

0.7

84.7

17.4

n.d.a.

0.9

28.0

6. DONATION, GIFTS, CHARITIES ANBPRORIT ORGANIZANIO

105| TEB 4

Charitable contributions

Deductions

Individual

29.1
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106|

107|

108|

109

110]

111]

TEB12

TEB33

TEB 107

TEB129

TEB 279

TEB- 281

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Donations, legacies and inheritance

Expenses of priests or ministers

Charitablecontributions

Obligations issued by the
Conservation, Housing and Human
Development Trust, the San Juan
az2ydzyYSyiQ a ttr anN
Puerto Rico

Exemptions for Donations to the
Puerto Rico Police and the Police 0
the Municipal Governments
Exemption on the first five thousang
(5,000) dollars of the excise tax on
any nonluxuryautomobile for
Nonprofit Charitable Institutions

Exclusions

Exemptions

Deductions

Exemptions

Exemptions

Exemptions

Individual

Individual

Corporations

Corporations

Excise Tax

Excise Tax

9.8

(*)

4.5

(*)

n.c

0.4

7. ECONOMIC DEVELOPMENT

112]

113]

114

115

116|

117]

118]

119]

TEB78

TEB79

TEBS85

TEB9O

TEB91

TEB92

TEB103

TEB151

Credit for construction investment ir|
urban centers (Act 212002, as
amended)

Credit for merchants affected by
urban centers revitalization (Act 212
2002, as amended) including
purchases.

Purchases: Capital Investment Fun
(Act 462000)

Credit for investment in Tourism
Development (Act 7993) or
Farming (Act 228995), , including
purchases.

Credit for: (23) Section 4(a) of Act 8
of 1987 and/or (24) Section 3(b) of
Act 1351997

Credit for investment in film industry
development (Act 2-22011),

including purchases.

Purchase: Economic Incentives
(Strategic Projects) (Act Z2008)

Distributions of Amounts Previously
Notified as Deemed Eligible

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Exemptions

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Corporations

1.2

*)

n.c.

111

1.7

6.0

1.6

(*)
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120

121]

122]

123]

124]

125|

126|

127

128|

129

130|

131]

132]

133]

134]

TEB152

TEB- 161

TEB 162

TEB- 170

TEB 171

TEB- 178

TEB- 180

TEB182

TEB183

TEB184

TEB185

TEB186

TEB187

TEB188

TEB190

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Distributions under Sections
1023.06(j) and 1023.25(b)

Distributions of Dividends or Benefi
from Industrial Development Incomg
of ExemptBusinesses and in
Liguidation under Act 72008 and
Act 1351997

Credit for construction investment i
urban centers (Act 222012, as
amended)jncluding purchases.
Credit for merchants affected by
urban centers revitalization (Act 212
2002, asamended)

Credit for increase in investments

Credit for investment in film industry
development (Act 27
2011),including purchases.

Purchase:Tourism Development (A
78-1993)

Purchase: Economic Incentives
(Strategic Projects) (Act 2Z008)

Act 135- 1997, Tax Incentives Law (
1998

Act 73- 2008, Economic Incentives
for the Development of Puerto Rico

Act 20- 2012, Export Services

Act 52- 1983, Tourist Incentives Lay|
of Puerto Rico

Act 78- 1993, Tourism
Development Law of Puerto Rico

Act 74- 2010, Tourism
Development Law of Puerto Rico

Act 118- 2010, Law of Incentives for
Municipal Economic development
and Tourism

Act 362- 1999, Law for the

Development of the Film Industry

Exemptions

Credits

Credits

Credits

Credits

Credits

Credits

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

2.8

2.0

1.8

*)

6.1

25
*)
(TEB 18-

TEB 18)

15,691.5

1113

n.c.

n.c.

0.2

n.d.a

n.d.a
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135

136|

137|

138|

139

140|

141]

142|

143|

144

145|

146|

147|

148|

149

150]

TEB191

TEB193

TEB194

TEB196

TEB200

TEB201

TEB202

TEB203

TEB- 204

TEB- 209

TEB- 210

TEB 222

TEB- 223

TEB 224

TEB- 225

TEB- 228

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Act 27-2011, Law of Economic
Incentives for the Film Industry of
Puerto Rico

Act 148- 1988, Special Law for the
Rehabilitation and Development of
Santurce

Act 75- 1995, Special Law for the
Rehabilitation and Development of
Rio Piedras

Act 14- 1996, Special Law for the
Development of Castarier

Act 52- 1989- International Bank
Center

Act 2732012, International Financia
Center

Act 185- 2014, Private Equity Fund

Act 222012, Transfer of Investors tq
Puerto Rico

Credit for products manufactured in
Puerto Rico

Credit for construction investment ir
urban centers (Act 222002, as
amended), including purchases.
Credit for merchants affected by
urban centers revitalization (Act 242
2002, as amended)

Credit for investment in machinery
and equipment

Credit to reduce theost of electric
power

Credit for investment in strategic
projects, incluiding purchases.

Credit for industrial investment,
incluidingpurchases.

Purchase: Tourism Development (A

78-1993)

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Credits

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

0.1

n.c.

n.c.

n.c.

n.d.a

n.d.a

2.3

29.0

n.c.

n.c.

n.c.

n.c.

8.3

n.c.

n.c.

n.c.
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151

152|

153|

154

155

156|

157|

TEB- 229

TEB- 236

TEB- 245

TEB- 246

TEB- 263

TEB- 280

TEB294

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Purchase: Film Industry Developme
(Act 272011)

Special credits granted

Special deductions, Investment on
buildings, structures, machinery anc
equipment deduction

Special deductions, Deduction for
purchases of products manufacture
in Puerto Rico

Exemption from Payment of the
Sales and Use Tax for Concession
Holders under the Puerto Rico
Tourism Development Laws

Exemptions on Articles for
Manufacturing

Businesses holding a decree grante
under Act 732008, with respect to
the provisions of subparagraphs (6)
and (8) of Section 9 of said Act, or
equivalent sections grevious or
superseding industrial incentive law

Credits

Credits

Deductions

Deductions

Exemptions

Exemptions

Exclusions

Corporations

Corporations

Corporations

Corporations

SUT

Excise Tax

Excise Tax

n.c.

n.c.

(TEB 242
TEB 245

6.8

3.2

0.2

n.d.a.

8.EDUCATION
158] TEB 9

159| TEB 10
160| TEB 259
161] TEB 260
162| TEB 265
163| TEB 275

9. EMPLOYMENT

Educational Contribution Account

LyadSNBad
university level

LI AR 2V

Exemption for Textbooks

Exemption for Uniforms and
Materials

Educational services, including
tuition costs

Exemption Public Carriers for the
First Vehicle Including School

Transportation and Heavy Vehicles

Deductions

Deductions

Exemptions

Exemptions

Exemptions

Exemptions

Individual

Individual

SUT

SUT

SUT

Excise Tax

0.7

9.3

3.3

10.1

287.3

1.3
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164

165|

166|

167|

168|

169|

170]

171]

172

173

174

175]

176

177

TEB20

TEB40

TEB42

TEB95

TEB- 106

TEB130

TEB131

TEB132

TEB143

TEB144

TEB198

TEB- 239

TEB 242

TEB- 243

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Fringe benefits paid by the employe
in relation to a cafeteria plan

Certain income related to the
operation of an employeeswned
special corporation

Unemployment compensation

Credit for payment of Memebership
Certificates by Ordinary and
Extraordinary Member dEmployees
Owned Special Corporations
Special Agreement for the Creation
of Employments and constitutes a
New Business under the provisions
Act 1:2013

Loanggranted by a commercial bank
to an employee owned special
corporation for certain purposes
Loans granted by a commercial bar
in Puerto Rico for acquisition and
payment ofmembership certificates
in an employee owned special
corporation

Loans granted by a commercial bar
in Puerto Rico for the purchase or
investment in preferred stocks of an
employeesowned special
corporation

Income from news agencies or
unions

Certain income related to the
operation of an employees owned
special corporation

Act 1-2013, Employment Now Law

Credit for job creation

Special deductions,Payroll deductig

Special deductions, Human resourg
training and improvement expensesg
deduction

Exemptions

Exemptions

Exemptions

Credits

Deductions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Preferential
Tax Rate

Credits

Deductions

Deductions

Exemptions

Exemptions

Exemptions

Credits

Deductions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Preferential
Tax Rate

Credits

Deductions

Deductions

0.1

*)

*)

*)

(*)

*)

(*)

(*)

n.c.

n.c.

(TEB 242
TEB 24p

6.8

47



48

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

10. ENVIRONMENT

178

179

180

181]

182]

183|

184]

185

186|

TEB81

TEB84

TEB- 164

TEB- 167

TEB189

TEB-208

TEB 213

TEB- 256

TEB274

Credit for theestablishment of an
eligible conservation easement or
donation of eligible land (Act 183
2001, as amended), including
purchases.

Purchases: Solid Waste Disposal (;
159-2011)

Credit for the establishment of an
eligible conservation easement or
donation of eligible land (Act 183
2001, as amendedincluding
purchases.

Purchase: Solid Waste Disposal (A«
159-2011)

Act 83- 2010, Puerto Rico Green
Energy Incentives Law

Credit for donation of an eligible
conservation easement or donation
of eligible land (Act 182001, as
amended), including purchases.

Purchase: Solid Waste Disposal (A
159-2011)

Exemption for SolaiElectric
Equipment

Refund of Excise Taxes on Vehicles
Powered by Alternative or Combine
Energy

Credits

Credits

Credits

Credits

Preferential
Tax Rate

Credits

Credits

Exemptions

Credits

Individual

Individual

Corporations

Corporations

Corporations

Corporations

Corporations

SUT

Excise Tax

11

n.c.

2.8

*)

2.6

n.c.

n.c.

7.5

7.6

11. FAMILIES AND HOUSEHOLDS

187|

188|

189

190|

TEB 5

TEB16

TEB- 250

TEB- 254

Loss of personal property as a resu
of certain casualties

Child support payments

Exemption on Food Items

Exemption for Care Services

Rendered by Child Care Centers

Deductions

Exclusions

Exemptions

Exemptions

Individual

Individual

SUT

SUT

5.0

15

882.1

0.2

48



49

191|

192]

TEB- 255

TEB 257

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Exemption for Funeral Services

Exemption for Care Services
Rendered by Elderly Care Centers

Exemptions

Exemptions

SUT

SUT

4.8

1.2

12. HEALTH

193]

194]

195

196|

197|

198|

199

200|

201]

202|

203|

204

TEB-3

TEB-8

TEB11

TEB13

TEB35

TEBSO

TEB74

TEB192

TEB 219

TEB 251

TEB 252

TEB- 268

Medical Expenses

Contribution to health savings
accounts with a high annual
deductible medical plan

Life insurance

Compensation for injuries or sickne

Stipends received by certain
physicians during the intership
period

Income from buildings rented to the
Government of Puerto Rico for publ
hospitals, health or convalescent
homes, public schools (Contracts in
force at November 22, 2010) and
residential rent under Act32-2010
Gain taxable at rate under an
Incentives Act 14017 (K, L, M, or N
) and/or wages ( Qualified
Physicians)

Act168- 1968, Tax Incentives Law
for Hospital Facilities

Credit for hospital units over payrol
expenses

Exemption for Prescription Drugs

Exemptionon Articles and
Equipment to Supplement Physical
Physiological Deficiencies for
Disabled Persons

Health or medical hospital services

Deductions

Deductions

Exclusions

Exclusions

Exemptions

Exemptions

Preferential
Tax Rate

Preferential
Tax Rate

Credits

Exemptions

Exemptions

Exemptions

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Corporations

Corporations

SUT

SUT

SUT

13.2

n.c.

1.8

4.3

2.3

13.1

126.6

0.2

15.0

439.5

4.3

715.6
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205|

206|

TEB- 277

TEB- 284

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Exemptions for Handicapped Perso

Category Ill ambulances

Exemptions

Exemptions

Excise Tax

Excise Tax

0.2

0.2

13. HOUSING

207|

208|

209|

210|

211|

212|

213

214]

215|

216

TEB 1

TEB 2

TEB39

TEB87

TEB88

TEB153

TEB- 159

TEB- 160

TEB- 215

TEB 216

Home mortgage interest

Casualty loss on your principal
residence

Gain from the sale or exchange of
principal residence bgertain
individuals and qualified property
Purchases: Credit for investment in
housing infrastructure (Act 98001,
as amended)

Purchases: Credit for investment in
the construction or rehabilitation of
rental housing projects for low or
moderate income families (Act 140
2001)

Rent of residential property under
Act 1322010

Credit for investment in housing
infrastructure (Act 98001, as
amended), includingpurchases.
Credit for investment in the
construction or rehabilitation of
rental housing projects for low or
moderate income families (Act 140
2001), including purchases.
Purchase: Credit for investment in
housing infrastructure (Act 98001,
as amended

Purchase: Credit for investment in
the construction or rehabilitation of
rental housing projects for low or
moderate income families (Act 140

2001)

14. INCOME SUPPORT

Deductions

Deductions

Exemptions

Credits

Credits

Exemptions

Credits

Credits

Credits

Credits

Individual

Individual

Individual

Individual

Individual

Corporations

Corporations

Corporations

Corporations

Corporations

201.3

17.0

4.4

11

1.3

1.3

(*)

*)

n.c.

n.c.

217

TEB19

Additional Personal Exemption for
Veterans

Exemptions

Individual

3.6
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218|

219|

220|

221|

222|

223|

224

TEB38

TEB41

TEB43

TEBS6

TEBG61

TEB76

TEB- 248

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Christmas Bonus, Summer Bonus &
Medicine Bonus

Cost of living allowance (COLA)

Compensation received from active
military service in a combat zone

Salaries from Overtime during
Emergency Situations

Qualified payments and transaction
due to hurricane Maria

Eligible distributions due to hurrican
Maria

Exemption on Taxable Items from g
Transfer of Residence

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Preferential
Tax Rate

Exemptions

Individual

Individual

Individual

Individual

Individual

Individual

SUT

*)

7.4

0.4

10.2

14.4

0.3

1.8

15. INTERGOVERNAMENTAL TAX ARRAGEMENTS

225|

226|

227|

228|

229

230|

231|

232|

TEB36

TEB- 282

TEB- 283

TEB- 286

TEB287

TEB288

TEB291

TEB292

Prize from the Lottery of Puerto Ric
and the Additonal Lottery

Exemption over Articles Acquired by
Government Agencies

Exemption on Articles Belonging to
Persons in Government Service

Exemption on Tobacco Products sg
or transferred to

military stores, canteens or other
facilities operated by the trust
building of the Puerto Rico National
Guard or your dealer.

Excludes natural gas of "Other Fuel

Residual Fuel number 6, when it is
acquired by the Puerto Rico Electri
Power Authority

Generation of the Electric Power
Authority or Other entity

Natural gas used to generate
electricity sold to the Electric Power

Authority or any successor entity

Exemptions

Exemptions

Exemptions

Exemptions

Exclusions

Exclusions

Exclusions

Exclusions

Individual

Excise Tax

Excise Tax

Excise Tax

Excise Tax

Excise Tax

Excise Tax

Excise Tax

2.3

9.0

1.9

n.d.a.

26.2

28.7

250.2

55.1
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233

234]

235|

16. INTERNATIONAL

236|

237|

238|

239

240

241|

242|

243

TEB293

TEB299

TEB- 300

TEB47

TEB49

TEB 118

TEB139

TEB 146

TEB- 237

TEB 276

TEB- 285

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

The MaritimeTransportation
Authority, any successor entity or
any entity that operates the
maritime transport system serving
the Municipality of Vieques and
Culebra islands.

Crude oil, partlynfinished products,
end products derived from oil or any
other hydrocarbon mixture locally
imported or sold to agencies and
instrumentalities of the Federal
Government.

Distilledspirits and alcoholic
beverages when they are sold or
transferred to the armed forces of
the United States, including the
National Guard of Puerto Rico

Income fromovertime worked by a
Puerto Rico Police member

Remuneration received by
employees of foreign governments
or international organizations

Net income subject to the 4% tax
rate from the operations of an
international financial entity that
operates as a banking unit

Internationallnsurer or Holding
Company of the International Insurg

Income derived by the International
Insurer or Holding Company of the
International Insurer

Credit for losses of United States
parent company

Consular Officers and Employees
Exemptions

Tourists and Residents of Puerto Rj

Traveling Abroad

Exclusions

Exclusions

Exclusions

Exemptions

Exemptions

Preferential
Tax Rate

Exemptions

Exemptions

Credits

Exemptions

Exemptions

Excise Tax

Excise Tax

Excise Tax

Individual

Individual

Corporations

Corporations

Corporations

Corporations

Excise Tax

Excise Tax

0.4

2.4

41.0

6.0

0.5

n.d.a.

*)

0.1

1.7

n.c

n.d.a.

52



53

244

TEB290

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Aviation gasoline and any
combustible product in the case it
was for use and consumption in
propelling air transportation vehicles
destined to beconsumed in air trips
between Puerto Rico and other
places or in air trips within the
territorial. ( 2 cent)

Exclusions

Excise Tax

0.3

17. OTHERS

245|

246|

247|

248|

249|

250|

251|

252|

253

254

TEB18

TEB62

TEBG63

TEB64

TEB65

TEB75

TEB- 122

TEB- 240

TEB 241

TEB295

Other exclusions

Other payments subject to alternate
basic tax reported in a Form 480.6C

Other payments not subject to
alternate basic tax reported in a
Form480.6D

Other exemptions subject to
alternate basic tax not reported in a
Form 480.6D

Other exemptions not subject to
alternate basic tax not reported in a
Form 480.6D

Any other income subject to a
preferential rates

Other exclusions

Other applicable credits

Credit for "Closing Agreements"

Crude oil, partlunfinished
products, the end products derived
from oil, or any other hydrocarbon
mixture used as lubricants or fuel fo
generating steam for cooking,
canning and sterilization of raw
material obtained from industrial

fishing.

Exclusions

Exemptions

Exemptions

Exemptions

Exemptions

Preferential
Tax Rate

Exclusions

Credits

Credits

Exclusions

Individual

Individual

Individual

Individual

Individual

Individual

Corporations

Corporations

Corporations

Excise Tax

2.5

0.3

5.8

0.2

n.d.a.

37.8

0.7

*)

1.9

n.d.a.
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255

256|

257|

18. RETIREMENT

258|

259

260|

261]

262|

263|

19. SAVINGS AND INVESTMENT

TEB296

TEB297

TEB298

TEB-6

TEB 7

TEB37

TEBS54

TEB69

TEB73

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Crude oil, partly unfinished productg
end products derived from oil, or an
other hydrocarbon mixture used for
vessels which render wharf services
or using fuel for cargo ships, cruise
ships or any other vessel requiring
theseservices, whether in territorial
waters or beyond them.

Crude oil, unfinished oils, oil end
products, or any other hydrocarbon
mixture, subject to the excise tax or
GRAS&SE 2 A fsabsebtidni
(a)(3) of Section 3020.06

Crude oil, unfinished oils, oil end
products, or any other hydrocarbon
mixture, subject to the excise tax or
GRASASt 2 A fsabsebtidrii
(a)(3) of Section 3020.06

Contributions to governmental
pension or retirement systems

Contributtions toindividual
retirement accounts

Income from pensions ar annuities,
up to the applicable limitation

Distributions fromNon-Deductible
Individual Retirement Accounts

Interest from distributions of IRA to
Governmental Pensioners

Totaldistributions from qualified
retirement plans

Exclusions

Exclusions

Exclusions

Deductions

Deductions

Exemptions

Exemptions

Preferential
Tax Rate

Preferential
Tax Rate

Excise Tax

Excise Tax

Excise Tax

Individual

Individual

Individual

Individual

Individual

Individual

n.d.a.

n.d.a.

19.7

86.8

2.2

(*)

2.5

264]

265|

266|

TEB15

TEB21

TEB22

Income derived from discharge of
debts

Interest uponr-Obligations from the
United States Government, any of il
states, territories or political
subdivisions

Interestupon--Obligations from the
Government of Puerto Rico

Exclusions

Exemptions

Exemptions

Individual

Individual

Individual

4.4

4.6

22.1
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267|

268|

269|

270|

271]

272|

273|

274

275|

276

277

278

279

280|

281|

TEB23

TEB24

TEB25

TEB26

TEB27

TEB28

TEBS1

TEB52

TEBS53

TEB66

TEBG67

TEBG68

TEB70

TEB71

TEB- 115

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

Interest upon-Certain Mortgages

Interest upon-Deposits in Puerto
Ricointerest bearing accounts up to
$2,000 ($4,000 for married filing
jointly)

Interest upon-Other interest subject
to alternate basic tax reported in a
Form 480.6D

Interest upon-Other interest not
subject to alternate basic tax
reported in a Form 480.6D

Interest upon-Other interest subject
to alternate basic tax nateported in
a Form 480.6D

Interest upon-Other interest not
subject to alternate basic tax not
reported in a Form 480.6D

Income derived by the taxpayer fror
the resale of personal property or
services which acquisition was
subject to tax under Section 3070.0
or Section 2101 of the Internal
Revenue Code of 1994

Accumulated Gain in Nonqualified
Options

Distributions of Amounts Previously
Notified as Deemed Eligible
Distributions

Net longterm capital gain (or loss)
under Act

Interest from IRA on deposits in
accounts from certaifinancial
institutions

Interest on deposits in accounts frof
certain financial institutions

Nonexempt eligible interest paid or
credited onbonds, notes, other
obligations or mortgage loans

Eligible distribution of dividends

Netlongterm capital gain

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Preferential
Tax Rate

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Individual

Corporations

4.8

4.2

n.c.

1.0

0.2

0.4

(*)

2.6

33.1

26.5

(*)

1.2

0.8

7.2

26.1
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282|

283|

284

285|

286|

287|

288|

289
290|
291|

292|

293|

TEB 116

TEB123

TEB124

TEB126

TEB127

TEB128

TEB135

TEB136

TEB137

TEB140

TEB141

TEB- 266

PUERTO RI@B®X EXPENDITURE REPORT FOR TAX Y

Interest subject to preferential rates

Obligations from the Unite&tates
Government, any of its states,
territories or political subdivisions
Obligations from the Commonwealt|
of Puerto Rico

CertainMortgages

Obligations secured or guaranteed
dzy RSNJ 4 KS { SNIBAQ
Readjustment Act of 1944

Securities issued ooperative
associations up to $5,000

Other interest reported in Form
480.6D

Other interest not reported in Form
480.6D

Industrial development income
derived from certain interests

Other dividends reported in a Form
480.6D

Otherdividends not reported in a
Form 480.6D

Interest and other charges for the
use of money and charges for
services provided by financial
institutions.

Preferential
Tax Rate

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Exemptions

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

Corporations

SUT

0.2

27.4

n.d.a.

1.0

0.1

*)

(*)

0.7

*)

*)

*)

190.7

20. SOCIA

294

295|

296|

297|

298|

TEB14

TEB149

TEB 261

TEB- 267

TEB 270

Benefits from federal social security
for old-age and survivors

Income from buildings rented to the
Commonwealth of Puerto Rico for
public hospitals or schools, or healtl
homes(Contracts in force as of
November 22, 2010)

Exemption for Sales Made by
Churches.

Insurance services and commission

Vehicles

Exclusions

Exemptions

Exemptions

Exemptions

Exclusions

Individual

Corporations

SUT

SUT

SUT

124.9

0.6

0.4

91.8

1,930.7
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300 TEB 272
301| TEB 273
302| TEB 278
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Gasoline
Electricity
Water

Church Exemptions Vehicles which

hold twelve (12) or more passenger

Legend / Footnotes:
In order to measure the cost of this tax expenditure it is necessary to know what the rate of ecot
depreciation is for the several classes of assets under the tax law. We are not aware of any studie
economic depreciation in Puerto Rico and tltas not at this time measure the cost of the tax expenditul
NBadzZ GAya FTNRY (GKS
* Between zero and-§100,000.

n.c. No Claim

n.d.a. No data available to support a meaninghtimate

or projection

D Suppressed to avoid disclosure of individual

companies.

A Agregated to avoid disclosure of individual

companies.

o.a.d. Only Agregated data available

Exclusions
Exclusions

Exclusions

Exemptions

i+ E

SUT

SUT

SUT

Excise Tax

tlroQa

1,959.7
1,256.8

645.4

n.c

I OO0St
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Table 5

Table 5 repeats the ordering of Table 4 but shows the legal citation of the law creating the tax expenditure, a short description of the
law and the data source for the estimate of foregone revenue. The TEB identification number shown on both Tables 4 and 5 can be
used to cross-reference the foregone revenue with the law citation and description. The descriptions of tax measures contained in this
document are intended to provide only a general understanding of how each of the tax measures operates. These descriptions do not
replace the relevant legisltation or regulations and should not be relied upon by taxpayers in arranging their tax affairs.

Table 5
TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
INDIVIDUAL
Deduction
TEB 1 Individual Tax Home mortgage  (A) In general.In the case of an individual there shall be allowed & PR Internal Individual Income Tax Return 201!
interest deduction the interest, including interest paid by a participant partner i  Revenue Code  (Form 482.0) Schedule A Individus
cooperative housingssociation, allowable as a deduction under paragr Section 1033.15
(2), paid or accrued in the tax year on debts incurred by reason of loar @@Q)A)

the acquisition or refinancing of property, when said loans are guaran
with a mortgage on the property that, at the tingaid interest is paid o
accrued, constitutes a qualified residence of the taxpayer.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB-2 Individual Tax Casualty loss on your (A) Loss of home due to fire, hurricane and other casualties. tax years PR Internal Individual Income Tax Return 201!

principal residence

beginning before January 1, 2017: (i) In the case of an individual, a ded:
shall be allowed for losses not compensated, by insurance or other
sustaired during the tax year due fire, hurricane and other casualties al
property that, at the time of the casualty, was the taxpayer's princ
residence. (ii) In the case of spouses living together at the end of the ta»
and electing the optional takomputation under Section 1021.03 or filit
separate returns, each spouse shall be entitled to claim only fifty (50) pe
of this deduction.

Revenue Code
Section 1033.15

(a)(10)(A)

(Form 482.0) Schedule Adividual
Part | Line 2

TEB 3 Individual Tax  Medical Expenses

(4) Deduction of healthcare expensds the case of individuals, the amou
by which the amount of healthcare expenses not compensated, by insui
or otherwise, paid during the tayear, exceeds six (6) percent of adjust
gross income. For purposes of this subparagraph, the term "healtt
expenses" includes the following:

(A) professional services rendered by physicians, dentists, radiologists, ¢
pathologists, minor surge@nor nurses, or by hospitals within or witho
Puerto Rico;

(B) health or accident insurance;

(C) drugs for human consumption intended for use in the diagnosis,
mitigation, treatment or prevention of disease, acquired solely
exclusively with a nucal prescription, if prescribed by a physici
authorized to practice medicine in Puerto Rico and dispensed by a lice
pharmacist in Puerto Rico; and

(D) expenses incurred in the purchase of any technological assis
equipment for disabled personspecialized treatment or chronic illness.

PR Internal
Revenue Code
Section 1033.15

(@)(4)

Individual Income Tax Return 201!
(Form 482.0) Schedule A Individut
Part | Line 3
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Regime

Tax Expenditure
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Full Description

TEB-4

Individual Tax

Charitable
contributions

(A) General Rule.In the case of a individual, there shall be allowed ¢
deduction the amount of contributions or gifts made during the tax yeai
or for use by, the noprofit organizations or entities described in tt
paragraph, subject to certaiimitations.

TEB-5

Individual Tax

Loss of personal

(B) Losses gdersonal property due to certain casualtief) Allowance.In

property as a result of the case of an individual, a deduction shall be allowed for losses, with re

certain casualties

to automobiles, furniture, appliances and other household personal prop:
not including the value of clothg or cash, not compensated by insurance
otherwise, sustained during the tax year due to earthquake, hurricane, st
tropical depressions and floods caused by such casualties, occurring
area subsequently designated by the Governor of Puerto &@reas whosi
residents are eligible to receive assistance under the assistance

TEB 6

Individual Tax

Contributions to
governmental
pension or retirement
systems

Any cash contribution made by an individual to a pension or retiren
system of a general nature established by the U.S. Congress, the Legi
Assembly of Puerto Rico, the Government of tlai€@l, municipalities anc
agencies, instrumentalities and public corporations of the Governmer
Puerto Rico, if and to the extent said contribution is included in the taxpa
gross income for the tax year.

Legal Citation Data Source for Tax
Expenditure Estimates
PR Internal Individual Income Tax Return 201!
Revenue Code  (Form 482.0) Schedule A Individu
Section 1033.15 Part | Line 4
@B)(A)
PR Internal Individual Income Tax Return 201!
Revenue Code  (Form 482.0) Schedule A Individus
Section 1033.15 Part | Line 5
(a)(10)(B)
PR Internal Individual Income Tax Return 201!
Revenue Code  (Form 482.0) Schedule A Individu
Section 1033.15 Part | Line 6
(a)(6)
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Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB 7 Individual Tax  Contributtions to
individual retirement
accounts

(A) Allowed deductionIn the case of an individual, the contribution in ce
of said individual to an Individual Retirement Account under Section 108
(B) Maximum amount allowed as deductiorExcept as provided i
subparagraph (C), the maximum amount allowed as a deduatioder
subparagraph (A) for the tax year shall not exceed five thousand (5
dollars or the adjusted gross income from salaries or earnings attribute
professions or occupations, whichever is less. (C) Maximum arn
permitted as deduction in the s@ of married individualsIn the case ol
married individuals filing a joint return under Section 1061.01(b)(1),
maximum deduction allowed under subparagraph (A) for the tax year
not exceed ten thousand (10,000) dollars or the aggregate adjugtess
income from salaries and earnings attributable to professions or occupat
whichever is less. The deduction for the tax year for contributions to
individual retirement account established in the name and for the benef
each spouse shalbhexceed the amounts provided in subparagraph (B).

PR Internal
Revenue Code
Section 1033.15

(@)(7)(AC)

Individual Income Tax Return 2011
(Form 482.0) Schedule A Individu
Part | Line 7

TEB 8 Individual Tax Contribution to health
savingsaccounts with
a high annual
deductible medical
plan

For tax years beginning before January 1, 2017, amounts contributed c
the tax year to Health Savings Accounts, subject to the provisions of S
1081.04.

PR Internal
Revenue Code
Section 1033.15

@)(9)

Individual Income Tax Return 201!
(Form 482.0) Schedule A Individu
Part | Line 8
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB-9 Individual Tax Educational (A) Allowable deduction.For tax years beginning before January 1, 201 PR Internal Individual Income Tax Return 201!
Contribution Account the case of arindividual there shall be allowed as a deduction his ¢ Revenue Code  (Form 482.0) Schedule A Individu:
contributions to an educational contributions account for the exclus Section 1033.15 Partl Line 9
benefit of his children or relatives to the third degree of consanguinit ()(8)

second degree of affinity under Section 1081.0%ds Subtitle. (B) Maximur
amount allowed as a deduction. The maximum amount allowed as
deduction under subparagraph (A) for any tax year shall not exceec
hundred (500) dollars for each beneficiary. In the event that more than
relative contibutes to the account created for a beneficiary, the amoun
the deduction shall be according to the amount contributed by the rela
who deposits it. The institution receiving the contributions shall issue
certifications corresponding to the coiittutions made in the order in whic
such contributions are registered in the account until said account rect
the maximum allowed of five hundred (500) dollars for that tax year. The
no limit as to the number of educational contributions accountsshich each
individual may contribute, provided the beneficiary of said account
described in subparagraph (A) of this paragraph.
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Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB- 10

Exclusions

Individual Tax

Interest paid on
a6 dRSYy G Qa
university level

In the case of an individual, there shall be allowed as a deduction the int
paid or accrued during the tax year on debts incurred for student loans
coverthe cost of said individual, his spouse or dependent, for registration
tuition fees and textbooks at the university level, as well as the costs rel
to transportation, food, and housing in those cases in which the studen
to live away from homén order to pursue such studies. In the case of
individual, they shall be allowed as a special twefitg percent (25 %) ta
deduction for payments to the principal of the loans taken for Univer
baccalaureate studies, fifty per cent (50 %) for papts made to the
principal of the loans taken for postgraduate studies, eligible under artic
of the "Talent Retention Incentive Law in Puerto Rico" up to a maximu
five thousand ($5,000 ) per tax year, but such deduction shall not be tak
an irdividual by more than ten (10) year tax.

PR Internal
Revenue Code
Section 1033.15

(a)(5)

Individual Income Tax Return 2011
(Form 482.0) Schedule A Individu
Part | Line 10

TEB11

Individual Tax

Life insurance

(b) Exclusions froi@ross IncomeThe following items shall be excluded frc
the definition of gross income: (1) Life insuranc8ross income shall nc
include: (A) Amounts under a life insurance contract, paid by reason c
death of the insured, whether in a lump sum iarinstallments, but if sai
amounts are withheld by the insurer under an agreement to pay inte
thereon, the interest payments shall be included in gross income; and
prior authorization by the Secretary, the amounts received in life under :
insurance contract, paid by reason of a terminal illness of the insured thi
certified by a competent medical authority, leaves him less than one ye
life. (B) Life Insurance from International Insureréimounts received by .
nonresident individal or foreign corporation or partnership not engaged
trade or business in Puerto Rico as benefits or interest of any kind under
insurance contract issued by an International Insurer.

PR Internal
Revenue Code
Section 1031.01

(b)(1)

Individual Inome Tax Return 2016
(Form 482.0)
Schedule IE Individual
Part | Line 1
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Full Description

TEB12

Individual Tax Donations, legacies
and inheritances

(2) Donations, gifts, legacies and inheritancessross income shall nc
include the value of property acquired

by donation, gift, devise or inheritance. Income derived from said prop:
or in the case that the donation, gift, devise or inheritance consists of inc
derived from property the amount of said income, shall not be excluded 1
gross income under it paragraph. For the purposes of this paragrapt
under the terms of the donation, gift, devise or inheritance, the paym
credit or distribution thereof is to be made in installments, they shall
deemed a donation, gift, devise or inheritance afame from property up tc
the amount paid, credited ordistributed as income derived from property

TEB13

Individual Tax  Compensation for
injuries or sickness

(3) Compensation for injury or illnessExcept in the case of amoun
attributable to, but not in excess of, the deductions allowed under Sec
1033.15(a)(2)(F) in any preceding tax year, the amoretsived by reasol
of illness or accident insurance or under the worker compensation law
compensation for personal physical injury or physical illness (exceg
amounts received by an employee up to the amount of said amounts
directly by the erployer), plus the amount of any indemnity received, il
judicial proceeding or extrajudicial settlement by reason of said pers
physical injury or physical illness, and amounts received as a pension, a
or similar allowance for personal physicajury or physical illness, and t
reason of occupational and nonoccupational disability, including tf
resulting from active duty in the armed forces of any country.

TEB14

Individual Tax Benefits from federal
social security for old
age and survivors

(7) Federal social security for eddje and survivord?ayments for benefit:
received under the provisions &ection 202 of Title Il of the Social Secu
Act as heretofore or hereafter amended.

Legal Citation Data Source for Tax
Expenditure Estimates
PR Internal Individual Income Tax Return 2011
Revenue Code (Form 482.0)
Section 1031.01 Schedule IE Individual
(b)(2) Part | Line 2
PR Internal Individual Income Tax Return 201!
Revenue Code (Form482.0)
Section 1031.01 Schedule IE Individual
(b)(3) Part | Line 3
PR Internal Individual Income Tax Return 2011
Revenue Code (Form 482.0)
Section 1031.01 Schedule IE Individual
(b)(7) Part | Line 4
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Tax Expenditure Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB15

Individual Tax Incomederived from (10) Income derived from the forgiveness of debts (A) Exclusion In
discharge of debts derived from the forgiveness of debts, in whole or part, shall not be sul

to the income tax under this Subtitle if said forgiveness is by reasomyadfe
the following cases: (i) The forgiveness is the filing of a bankruptcy petiti
an action under the provisions of Title 11 of the United States Code anc
forgiveness is approved by a court with jurisdiction to hear such petitior
The forgveness occurs when the taxpayer is insolvent, in which case
amount excluded under this subparagraph shall not exceed the amou
which the taxpayer is insolvent. For purposes of this subparagraph: (I
term "insolvent” means the excess of debtgeo the fair market value o
assets, and (ll) debtor insolvency shall be determined based on the asse
debts of the taxpayer immediately before the forgiveness. (iii) The forg
debt is a student loan and the forgiveness is in accordance with éspowf
said loan allowing the forgiveness, in whole or part, if the taxpayer work
a determined period of time in certain professions or for determir
employers (other than the lender). (iv) Forgiven debt is the product
reorganization of a moAal 38 2Ly &aSOdz2NBR o0&
NBEARSYyOSd ¢KS GSNY aljdzt AFASR N
Section 1033.15(a)(1)(D), except that, for purposes of this clause
residence must be located in Puerto Rico. For purposes ®thisection: (I
The original mortgage loan debt cannot exceed one million (1,000,
dollars.

PR Internal
Revenue Code
Section 1031.01
(b)(10)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part | Line 5

TEB16

Individual Tax

Child support
payments

(3) Payments for the support of minor childre(A) In general Paragraph (1
shall not apply to that part of any payment set by the judicial decree, r
or order or public deed (in terms of a sum of money or@pprtional part of
the payment) as an amount payable for

the support of minor children of the spouse making the payment.

PR Internal
Revenue Code
Section 1032.02

@)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part | Line 6
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB17 Individual Tax Amounts paid by an (33) Amounts paid by an employer to an employee as reimburseme PR Internal Individual Income Tax Return 201!
employer as travel expenses, meals, lodging, entertainmemtdaother employment Revenue Code (Form 482.0)
reimbursement of related expenses.Amounts paid by an employer as reimbursement Section 1031.02 Schedule IE Individual
expenses related to expenses paid or incurred by the taxpayer with respect to his performan (@)(33) Part | Line 7

trips, meals, lodging, services as an employee, consisting of travel expenses, meals, lodginc
entertainmentand away from home,entertainment (except for those deemed excessive
others extravagant given the circumstances) and other employmelsted
expenses, provided that said reimbursement is made under an exg
reimbursement plan established by the employer, meeting the requirgsy

established by the Secretary by regulation for such purpose.
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Tax Expenditure Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB18

Individual Tax

Other exclusions

(4) Deathbenefits received by heirs or beneficiaries of members of cer
retirement systems.The amounts received by the heirs or beneficiaries
members of the retirement system for employees of the Governmen
Puerto Rico and its instrumentalities, the PiseRico teacher annuity an
pension system, the University of Puerto Rico retirement system, the P
Rico Electrical Power Authority employee retirement system, or any ¢
system created in the future, and any federal or state retirement syster
any retirement system of the instrumentalities or political subdivisic
thereof, as a benefit in case of death of the participant or member of any
system.

(5) ScholarshipsAmounts received from the Government of Puerto Ricc
its agencies, instrumeatities or political subdivisions, as scholarships w
the person receiving them is not a public officer or employee or when
amounts do not represent compensation or part of the compensation o
office or employment or are not related to said ofior employment.

(6) Literary, journalistic, scientific and artistic prizes, and prizes for indus
agricultural, or professional developmesihcome received as literan
journalistic, scientific, and artistic prizes, and prizes for the promotiol
industrial, agricultural, or professional progress, obtained in competitior
contests to promote and encourage literature, the arts, journali
agriculture, industry, the professions, and the sciences.

(8) Crop insurance.The amounts received under amyrop insurance
excluding fire insurance, as a result of losses suffered by the insured.
(9) Basic subsidies to foster homa@$ie amount received by foster homes
way of basic monthly subsidies under the Services for Families with Ch
Program of he Families and Children Administration.

(11) The compensation or indemnities received by an employee by reas
severance, without it being necessary to determine just cause, up
maximum amount equal to the indemnity that the employee could rece
under Act No. 80 of May 30, 1976, as amended.

(12) Sales and Use Tax Inspection Plan prizes. Amounts or articles of a
received as prizes in drawings held as part of the sales and use tax insg
program.

(13) Any amount distributed by an EligiMariable Annuity Contract on whic
an election was made and for which the tax was paid under Se
1023.10(a) of this Act or Section 1012C of the Puerto Rico Internal Re
Code of 1994, as amended.

(14) Interest on mortgages on residential properdgdted in Puerto Ric
granted after January 1, 2014 (including mortgages that are newly buil
have been granted contemporarily with the first transmission of

PR Internal
Revenue Code
Section 1031.01
(0)(4), (5), (6), (8),
(9), (11), (12), (13)
(14)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part | Line 8
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mortgaged property to a new owner), and insured or guaranteed under
provisions of theNational Housing Act ""National Housing Act™, adopted
27 June 1934, as amended, or under the provisions of the Act Resettir
Service Members 1944 "'Servicemen's Readjustment Act of 1944"
amended. The interests described in this subsectionl siieb be excludet
from any other contribution , tax, fee or dues required by any law of
Legislative Assembly. For purposes of this section the term ™
construction" means newly built residential property.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB19 Individual Tax Additional Personal (2) Additional Personal Exemption for VeteransAn additional persona PR Internal Individual Income 8x Return 2016
Exemption for exemption of one thousand five hundred (1,500) dollars shall be allowe = Revenue Code (Form 482.0)
Veterans any veteran, as defined in Act No. 13 of October 2, 1980, as amended, k Section 1033.18 (a Part Il Line 9
Fa GKS dat dzSNIi2 Right® 2n the BaBeSoNa myadried.pdrd (2
living with his spouse and filing a joint return, if both are veterans
additional personal exemption shall be three thousand (3,000) dollars.
TEB20 Individual Tax Fringe benefits paid (2) Certain marginal benefits paid by an employer for its employ&és PR Internal Individual Income Tax Return 201t
by the employer in  following amounts paid or accrued by @mployer for the benefit of ar Revenue Code (Form 482.0)
relation to a cafeteria employee: (B) Cafeteria plarAmounts paid or accrued by an employer - Section 1031.02 Schedule IE Individual
plan the benefit of an employee under a cafeteria plan shall be exempt fron (a)(2)(B) Part Il Line 1
under Section 1032.06.
TEB21 Individual Tax Interest upon- (3) Taxexemptinterest- Interest on: (A) the obligations of the United Stat PR Internal Individual Income Tax Return 201!
Obligations from the any U.S. state or territory, or any political subdivision thereof and the Dic  Revenue Code (Form 4820)
United States of Columbia Section 1031.02 Schedule IE Individual
Government, any of @)(3)(A) Part Il Line 2 A
its states, territories
or political
subdivisions
TEB22 Individual Tax Interest upon- (3) Taxexempt interest- Interest on: (B) the obligations of the Governme PR Internal Individual Income Tax Return 2011

Obligations from the
Government of
Puerto Rico

of Puerto Rico or any of itestrumentalities or political subdivisions;

Revenue Code
Section 1031.02

(@E)B)

(Form 482.0)
Schedule IE Individual
Partll Line 2 B
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB23 Individual Tax Interest upon-Certain (D) mortgages secured under the provisions of the National Housing PR Internal Individual Income Tax Return 201!
Mortgages approved June 27, 1934, or under the provisions of said Act as there  Revenue Code (Form 482.0)
amended that are: Section 1031.02 Schedule IE Individual
(i) executed on or before February 15, 1973, and held on May 5, 197 (a)(3)(D),(E), (F), Partll Line2 C
persons residing in Pu® Rico; AND (G), and (H)

(i) executed within the one hundred eighty (180) days following Februar
1973, provided a person residing in Puerto Rico had on said date a contr
obligation to acquire them;

(E) mortgages on residential property located in PueritmRgranted after
June 30, 1983, and before August 1, 1997, and insured or guara
pursuant to the provisions of the National Housing Act, approved on Jun
1934, as amended, or pursuant to the provisions of the Servicen
Readjustment Act of 1944s amended;

(F) mortgages on residential property located in Puerto Rico granted afte
31, 1997 and before January 1, 2014, that were for new construction anc
were granted contemporaneously with the first transfer of the mortgag
property to anew owner. For purposes of this section, the term "n
construction" means newly built residential property that is insured
guaranteed under the provisions of the National Housing Act, approve
June 27, 1934, as amended, or under the provisionshef3ervicemen':
Readjustment Act of 1944, as amended,;

(G) mortgages originated to provide permanent financing for the construc
or acquisition of public housing, in accordance with Act No. 124 of Dece
10, 1993, administered by the Department of Himgsand the public housin
programs sponsored by the Federal Government;

(H) mortgages secured by the Secretary of Agriculture of the United Sta
America pursuant to the provisions of the Bankhelathes Farm Tenant Ac
approved July 22, 1937, or puemnt to the provisions of said Act as hereaf
amended;
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB24 Individual Tax Interest upon- (K) deposits in interedbearing accounts, cooperatives, savings associai PR Internal Individual Income Tax Return 201!
Deposits in Puerto  authorized by the Federal Government or by the Government of Revenue Code (Form 482.0)
Rico interest bearing Commonwealth of Puerto Rico, commercial and mutual banks, orinany  Section 1031.02 Schedule IE Individual
accounts up to $2,00C organization of a banking nature located in Puerto Rico, up to a total am (@)(3)(K) Part Il Line 2 D

(%$4,000 for married
filing jointly)

of two thousand (2,000) dollars for each individual taxpayer. In the case
taxpayer who files a joi return with his spouse, the exclusion shall r
exceed two thousand (2,000) dollars. If spouses living together elect t
separate returns, then the exemption for each shall not exceed two thou:
(2,000) dollars. This provision is applicable te gortion of the interest paic
or credited on deposits in interedtearing accounts belonging to one (1)
more individuals, estates or trusts and that are registered to the name
brokerage house as nominee. Also, it shall be applied to that parnhp!
amount paid or distributed from an individual retirement account consis
of the type of interest described in Section 1023.04.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB25 Individual Tax Interest upon-Other (C) securities issued under the provisions of the Federal Farm Loans PR Internal Individual Income Tax Return 201!
interest subjectto 1971, or by virtue of the provisions of said Axg it may be amendec Revenue Code (Form 482.0)
alternate basic tax including obligations issued by any subsidiary of the Farm Credit Bar Section 1031.02 Schedule IE Individual
reported in a Form Baltimore directly or indirectly engaged in financing loans to farms (a)(3), (C), (L), (P) Partll Line 2 E
480.6D farmers in Puerto Rico with said funds, including loans to rural resider Q)

financerural housing, loans to cooperatives owned and controlled by farr
and engaged in marketing or distributing farm produce, the purchas
materials, or the provision of services to farm businesses and the acqui
of loans or discounts of notes preusly granted;

(I) obligations secured or guaranteed under the provisions of
Servicemen's Readjustment Act of 1944, or under the provisions of sa
as hereafter amended, that are:

(i) executed on or before February 15, 1973 and held on May 5, 187
persons residing in Puerto Rico.

(i) executed within the one hundred eighty (180) days following Februar
1973, provided a person residing in Puerto Rico had on said date a contr
obligation to acquire them;

(J) securities issued by cooperatiassociations organized and operat
under the provisions of Act No. 239 8&ptemberl, 2004, known as thi
General Cooperative Association Act of 2004, or under the provisions (
No. 225 of October 28, 2002, known as the Cooperative Savings antl
Union Act of 2002, up to a maximum of five thousand (5,000) dollars;
(L) obligations issued by

(i) the Conservation Trust of Puerto Rico, as created and operated under
No. 5 of January 23, 1970, granted before Notary Public Luis F. Sanchez
(i) Housing and Human Development Trust of Puerto Rico, as create
operated under Deed No. 135 of May 15, 2004, granted before Notary
Orlando Mercado Gelys; and

(iii) the Board of Monuments in San Juan, as long as it obtains and mai
an exemption under Section 1101.01 of the Code, and whose purpose
raise funds for the restoration and maintenance of the Iglesia San Jose
San Juan;

(iv) Education and Rehabilitation Society of Puerto Rico (SER de Puertc
provided that it obtans and maintains an exemption under Section 110!
of the Code. The exclusion from gross income and exemption from tax
of the interest generated by the obligations specified in this subsectio
will not be affected by the fact that the source ainds for the payment o
these interests arise directly or indirectly from other obligations or finar
instruments that do not benefit from tax treatment similar to the obligatic
referred to in this subsection (L).
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Regime
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Tax Expenditure Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

(P) Loans to small andediumSize companiesThe interest on loans of u
to two hundred fifty thousand (250,000) dollars in the aggregate for exe
business to small or mediusize enterprises, as defined in the Puerto F
Economic Development Incentives Act for its establisnt or expansion
provided that the loan complies with the requirements established in
laws known as Community Reinvestment Act of 1977, as amended, |
Law 95128, 91 Stat. 1147, and those requirements provided by
Commissioner of Financialskitutions by regulation.

(Q) Loans for capitalization of small and medisimed companies.The
interest on loans up to two hundred fifty thousand (250,000) dollars in
aggregate per exempt business granted to shareholders of ex:
businesses for begused in the initial capitalization or the subsequent cag
requirements of exempt small or mediusized businesses, as defined
Section 2(i) of Act No. 73 of May 28, 2008, known as the "Puerto
Economic Development Incentives Act."
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB26 Individual Tax Interest upon-Other (C) securities issued under the provisions of the Federal Farm Loans PR Internal Individual Income Tax Return 201!
interest not subject to 1971, or by virtue of the provisions of said Act as it may be amer Revenue Code (Form 482.0)
alternate basic tax including obligations issued by any subsidiary of the Farm Credit Bar Section 1031.02 Schedule IE Individual
reported in a Form Baltimore directly or indirectlyengaged in financing loans to farms a (a)(3), (C), (L), (P) Partlline 2 F
480.6D farmers in Puerto Rico with said funds, including loans to rural resider Q)

finance rural housing, loans to cooperatives owned and controlled by far
and engaged in marketing or distributing farm produce, thechase of
materials, or the provision of services to farm businesses and the acqui
of loans or discounts of notes previously granted;

(I) obligations secured or guaranteed under the provisions of
Servicemen's Readjustment Act of 1944, or under provisions of said ac
as hereafter amended, that are:

(i) executed on or before February 15, 1973 and held on May 5, 197
persons residing in Puerto Rico.

(i) executed within the one hundred eighty (180) days following Februar
1973,provided a person residing in Puerto Rico had on said date a contre
obligation to acquire them;

(J) securities issued by cooperative associations organized and op
under the provisions of Act No. 239 8&ptemberl, 2004, known as thi
General Coperative Association Act of 2004, or under the provisions of
No. 225 of October 28, 2002, known as the Cooperative Savings and
Union Act of 2002, up to a maximum of five thousand (5,000) dollars;
(L) obligations issued by

(i) the Conservationrtist of Puerto Rico, as created and operated under D
No. 5 of January 23, 1970, granted before Notary Public Luis F. Sanchez
(i) Housing and Human Development Trust of Puerto Rico, as create
operated under Deed No. 135 of May 15, 2004nged before Notary Jos
Orlando Mercado Gelys; and

(iii) the Board of Monuments in San Juan, as long as it obtains and mai
an exemption under Section 1101.01 of the Code, and whose purpose
raise funds for the restoration and maintenance of tgkesia San Jose in C
San Juan;

(iv) Education and Rehabilitation Society of Puerto Rico (SER de Puertc
provided that it obtains and maintains an exemption under Section 110
of the Code. The exclusion from gross income and exemption frontidax
of the interest generated by the obligations specified in this subsectio
will not be affected by the fact that the source of funds for the paymen
these interests arise directly or indirectly from other obligations or finar
instruments tha do not benefit from tax treatment similar to the obligatior
referred to in this subsection (L).
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Tax Expenditure Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

(P) Loans to small and meditBize companiesThe interest on loans of u
to two hundred fifty thousand (250,000) dollars in the aggregate for exe
business to small or mediursize enterprises, as defined in the Puerto F
Economic Development Incentives Act for its establishment or expan
provided that the loan complies with the requirements established in
laws known as Community Reinvestment AEt1977, as amended, Publ
Law 95128, 91 Stat. 1147, and those requirements provided by
Commissioner of Financial Institutions by regulation.

(Q) Loans for capitalization of small and medisimed companies.The
interest on loans up to two hundredftfy thousand (250,000) dollars in tt
aggregate per exempt business granted to shareholders of ex:
businesses for being used in the initial capitalization or the subsequent ¢
requirements of exempt small or mediusized businesses, as defined
Section 2(i) of Act No. 73 of May 28, 2008, known as the "Puerto
Economic Development Incentives Act."
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB27 Individual Tax Interest upon-Other (C) securities issued under the provisions of the Federal Farm Loans PR Internal Individual Income Tax Return 201!
interest subjectto 1971, or by virtue of the provisions of said Act asndy be amended Revenue Code (Form 482.0)
alternate basic tax not including obligations issued by any subsidiary of the Farm Credit Bar Section 1031.02 Schedule IE Individual
reported in a Form Baltimore directly or indirectly engaged in financing loans to farms (a)(3), (C), (L), (P) Part Il Line 2 G
480.6D farmers in Puerto Rico with said funds, including loans to rural resider Q)

finance rurahousing, loans to cooperatives owned and controlled by farn
and engaged in marketing or distributing farm produce, the purchas
materials, or the provision of services to farm businesses and the acqui
of loans or discounts of notes previoushagted;

(I) obligations secured or guaranteed under the provisions of
Servicemen's Readjustment Act of 1944, or under the provisions of sa
as hereafter amended, that are:

(i) executed on or before February 15, 1973 and held on May 5, 197
persons residing in Puerto Rico.

(i) executed within the one hundred eighty (180) days following Februar
1973, provided a person residing in Puerto Rico had on said date a contr
obligation to acquire them;

(J) securities issued by cooperative a@sations organized and operate
under the provisions of Act No. 239 8&ptemberl, 2004, known as thi
General Cooperative Association Act of 2004, or under the provisions (
No. 225 of October 28, 2002, known as the Cooperative Savings and
Union Act of 2002, up to a maximum of five thousand (5,000) dollars;
(L) obligations issued by

(i) the Conservation Trust of Puerto Rico, as created and operated under
No. 5 of January 23, 1970, granted before Notary Public Luis F. Sanchez
(ii) Housing and Human Development Trust of Puerto Rico, as create:
operated under Deed No. 135 of May 15, 2004, granted before Notary
Orlando Mercado Gelys; and

(iii) the Board of Monuments in San Juan, as long as it obtains and mai
an exemptionunder Section 1101.01 of the Code, and whose purpose
raise funds for the restoration and maintenance of the Iglesia San Jose
San Juan;

(iv) Education and Rehabilitation Society of Puerto Rico (SER de Puertc
provided that it obtains andnaintains an exemption under Section 1101
of the Code. The exclusion from gross income and exemption from tax
of the interest generated by the obligations specified in this subsectio
will not be affected by the fact that the source of funds the payment of
these interests arise directly or indirectly from other obligations or finar
instruments that do not benefit from tax treatment similar to the obligatic
referred to in this subsection (L).
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Tax Expenditure Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

(P) Loans to small andediumSize companiesThe interest on loans of u
to two hundred fifty thousand (250,000) dollars in the aggregate for exe
business to small or mediusize enterprises, as defined in the Puerto F
Economic Development Incentives Act for its establisnt or expansion
provided that the loan complies with the requirements established in
laws known as Community Reinvestment Act of 1977, as amended, |
Law 95128, 91 Stat. 1147, and those requirements provided by
Commissioner of Financialskitutions by regulation.

(Q) Loans for capitalization of small and medisimed companies.The
interest on loans up to two hundred fifty thousand (250,000) dollars in
aggregate per exempt business granted to shareholders of ex:
businesses for begused in the initial capitalization or the subsequent cag
requirements of exempt small or mediusized businesses, as defined
Section 2(i) of Act No. 73 of May 28, 2008, known as the "Puerto
Economic Development Incentives Act."
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB28 Individual Tax Interest upon-Other (C) securities issued under the provisions of the Federal Farm Loans PR Internal Individual Income Tax Return 201!
interest not subject to 1971, or by virtue of the provisions of said Act as it may be amer Revenue Code (Form 482.0)
alternate basic tax not including obligations issued by any subsidiary of the Farm Credit Bar Section 1031.02 Schedule IE Individual
reported in a Form Baltimore directly or indirety engaged in financing loans to farms a (a)(3), (C), (L), (P) Partlline 2 H
480.6D farmers in Puerto Rico with said funds, including loans to rural resider Q)

finance rural housing, loans to cooperatives owned and controlled by far
and engaged in marketing or distributing farm producee thurchase of
materials, or the provision of services to farm businesses and the acqui
of loans or discounts of notes previously granted;

(I) obligations secured or guaranteed under the provisions of
Servicemen's Readjustment Act of 1944, or unilhe provisions of said ac
as hereafter amended, that are:

(i) executed on or before February 15, 1973 and held on May 5, 197
persons residing in Puerto Rico.

(i) executed within the one hundred eighty (180) days following Februar
1973,provided a person residing in Puerto Rico had on said date a contre
obligation to acquire them;

(J) securities issued by cooperative associations organized and op
under the provisions of Act No. 239 8&ptemberl, 2004, known as thi
General Coperative Association Act of 2004, or under the provisions of
No. 225 of October 28, 2002, known as the Cooperative Savings and
Union Act of 2002, up to a maximum of five thousand (5,000) dollars;
(L) obligations issued by

(i) the Conservationrtist of Puerto Rico, as created and operated under D
No. 5 of January 23, 1970, granted before Notary Public Luis F. Sanchez
(i) Housing and Human Development Trust of Puerto Rico, as create
operated under Deed No. 135 of May 15, 2004nged before Notary Jos
Orlando Mercado Gelys; and

(iii) the Board of Monuments in San Juan, as long as it obtains and mai
an exemption under Section 1101.01 of the Code, and whose purpose
raise funds for the restoration and maintenance of tgkesia San Jose in C
San Juan;

(iv) Education and Rehabilitation Society of Puerto Rico (SER de Puertc
provided that it obtains and maintains an exemption under Section 110
of the Code. The exclusion from gross income and exemption frontidax
of the interest generated by the obligations specified in this subsectio
will not be affected by the fact that the source of funds for the paymen
these interests arise directly or indirectly from other obligations or finar
instruments tha do not benefit from tax treatment similar to the obligatior
referred to in this subsection (L).
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Tax Expenditure Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

(P) Loans to small and meditBize companiesThe interest on loans of u
to two hundred fifty thousand (250,000) dollars in the aggregate for exe
business to small or mediursize enterprises, as defined in the Puerto F
Economic Development Incentives Act for its establishment or expan
provided that the loan complies with the requirements established in
laws known as Community Reinvestment AEt1977, as amended, Publ
Law 95128, 91 Stat. 1147, and those requirements provided by
Commissioner of Financial Institutions by regulation.

(Q) Loans for capitalization of small and medisimed companies.The
interest on loans up to two hundredftfy thousand (250,000) dollars in tt
aggregate per exempt business granted to shareholders of ex:
businesses for being used in the initial capitalization or the subsequent ¢
requirements of exempt small or mediusized businesses, as defined
Section 2(i) of Act No. 73 of May 28, 2008, known as the "Puerto
Economic Development Incentives Act."
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB29 Individual Tax Dividends of-Subject (4) Dividends. PR Internal Individual Income Tax Return 201!
to alternate basic tax (A) Dividends received by corporations on industrial development inc  Revenue Code (Form 482.0)
reported in a Form which are derived from interest on: Section 1031.02 Schedule IE Individual
480.6D (i) obligations of theGovernment of Puerto Rico or of any of (a)(4)(A), (B), (C), Part Il Line 3 (A)
instrumentalities or political subdivisions; (D)

(i) mortgages secured by the Puerto Rico Housing Bank and Finance /
acquired after March 31, 1977; or

(i) loans or other mortgagbacked securities granted undany pension ol
retirement system of a general character established by the Legislatu
Puerto Rico, the municipalities and the agencies, instrumentalities
corporations of the Government of Puerto Rico, acquired after March
1977.

(B) Distributbns from limited dividends corporationt the case of ar
individual, the dividends he receives from a limited dividends corpore
that qualifies under Section 1101.01(a)(6)(A). The taxpayer shall sL
along with the return, a statement showing theimber of shares of the
limited dividends corporation which he owns, and the dividends receive
said shares during the tax year.

(C) Cooperative associations dividefithe income received by residents
Puerto Rico from the distribution of dividends neally domestic cooperativ
associations.

(D) Dividends of an International Insurance Company or Internati
Insurance Holding Companistributions of dividends by an Internation
Insurance Company or International Insurance Holding Company unde
provisions of Article 61.240 of the Puerto Rico Insurance Code.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB30 Individual Tax  Dividends of-Not  (4) Dividends. PR Internal Individual Income Tax Return 201!
subject to alternate (A) Dividends received by corporations on industrial development inc  Revenue Code (Form 482.0)
basic tax reported in & which are derived from interest on: Section 1031.02 Schedule IE Individual
Form 480.6D (i) obligations of the Government of Puerto Rico or afyaof its (a)(4)(A), (B), (C), Part Il Line 3 (B)

instrumentalities or political subdivisions;

(i) mortgages secured by the Puerto Rico Housing Bank and Finance /
acquired after March 31, 1977; or

(i) loans or other mortgagbacked securities granted under any pensior
retirement systen of a general character established by the Legislatur
Puerto Rico, the municipalities and the agencies, instrumentalities
corporations of the Government of Puerto Rico, acquired after March
1977.

(B) Distributions from limited dividends cormtions-In the case of ar
individual, the dividends he receives from a limited dividends corpore
that qualifies under Section 1101.01(a)(6)(A). The taxpayer shall sL
along with the return, a statement showing the number of shares of
limited dividends corporation which he owns, and the dividends receive:
said shares during the tax year.

(C) Cooperative associations dividefithe income received by residents
Puerto Rico from the distribution of dividends made by domestic cooper:
associ#ions.

(D) Dividends of an International Insurance Company or Internati
Insurance Holding Companistributions of dividends by an Internation
Insurance Company or International Insurance Holding Company unde
provisions of Article 61.240 of ¢hPuerto Rico Insurance Code.

(D)
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB31 Individual Tax Dividends of-Subject (4) Dividends. PR Internal Individual Income Tax Retur@®6
to alternate basic tax (A) Dividends received by corporations on industrial development inc  Revenue Code (Form 482.0)
not reported ina  which are derived from interest on: Section 1031.02 Schedule IE Individual
Form 480.6D (i) obligations of the Government of Puerto Rico or of any of (a)(4)(A), (B), (C), Part Il Line 3 (C)
instrumentalities or political subdisions; (D)

(i) mortgages secured by the Puerto Rico Housing Bank and Finance /
acquired after March 31, 1977; or

(i) loans or other mortgagbacked securities granted under any pensior
retirement system of a general character established by thgidlature of
Puerto Rico, the municipalities and the agencies, instrumentalities
corporations of the Government of Puerto Rico, acquired after March
1977.

(B) Distributions from limited dividends corporatiofis. the case of ar
individual, the diidends he receives from a limited dividends corporat
that qualifies under Section 1101.01(a)(6)(A). The taxpayer shall sL
along with the return, a statement showing the number of shares of
limited dividends corporation which he owns, and theidénds received or
said shares during the tax year.

(C) Cooperative associatiod&idend-The income received by residents
Puerto Rico from the distribution of dividends made by domestic cooper:
associations.

(D) Dividends of an International Insurance Company or Internati
Insurance Holding Companistributions of diviends by an Internations
Insurance Company or International Insurance Holding Company unde
provisions of Article 61.240 of the Puerto Rico Insurance Code.
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Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB32

Individual Tax  Dividends of-Not
subject to alternate
basic tax not reported
in a Form 480.6D

(4) Dividends.

(A) Dividends received by corporations on industrial development inc
whichare derived from interest on:

(i) obligations of the Government of Puerto Rico or of any of
instrumentalities or political subdivisions;

(i) mortgages secured by the Puerto Rico Housing Bank and Finance /
acquired after March 31, 1977; or

(i) loans or other mortgagbacked securities granted under any pensior
retirement system of a general character established by the Legislatu
Puerto Rico, the municipalities and the agencies, instrumentalities
corporations of the GovernmentfdPuerto Rico, acquired after March 3
1977.

(B) Distributions from limited dividends corporatiofis. the case of ar
individual, the dividends he receives from a limited dividends corpore
that qualifies under Section 1101.01(a)(6)(A). The taxpayel stbmit,
along with the return, a statement showing the number of shares of
limited dividends corporation which he owns, and the dividends receive
said shares during the tax year.

(C) Cooperative associations dividefithe income received by rieents of
Puerto Rico from the distribution of dividends made by domestic cooper:
associations.

(D) Dividends of an International Insurance Company or Internati
Insurance Holding Companistributions of dividends by an Internation
Insurance Cmpany or International Insurance Holding Company under
provisions of Article 61.240 of the Puerto Rico Insurance Code.

PR Internal
Revenue Code
Section 1031.02
@@ A), (B), (C),
(D)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individili
Part Il Line 3 (D)

TEB33

Individual Tax Expenses of priests o
ministers

(5) Priests or ministers: The reasonable rental value of a home &
belongings and the payment of water, electricity, gas and telephone gra
to a duly ordained priest or mister of any religion, as part of h
compensation. To be eligible for the exemption provided in this paragr
the respective expenses cannot be excessive or extravagant as deter
by the Secretary.

PR Internal
Revenue Code
Section 1031.02 (a
5

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 4
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB34 Individual Tax ~ Recapture of bad (8) Recovery of bad debts, prior taxes, and surchasfgesmeattributable PR Internal Individual Income Tax Return 201¢
debts, pror taxes, to the recovery during the tax year of a bad debt, prior tax, surcharge  Revenue Code (Form 482.0)
surcharges and other other item, to the extent of the amount of the recovery exclusion with resy Section 1031.02 (a Schedule IE Individual
items to such debt, surcharge or amount. 8 Part Il Line 5
TEB35 Individual Tax Stipends received by (9) Stipends received by certain physicians during their internshiipe PR Internal Individual Income TaxeRurn 2016
certain physicians stipend received by a physician during his internship under a contracts  Revenue Code (Form 482.0)
during the intership with the Puerto Rico Department of Health or with any municipality Section 1031.02 (a Schedule IE Individual
period political subdivision thereof, to receive medical training while practicing 9
hospital. This exclusion al apply to the stipend for monthly subsidy as w Part Il Line 6
as to the additional subsidy for payment of lodging and meals and sh:
granted for a maximum period of severtiyo (72) months.
TEB36 Individual Tax Prize from the Lottery (12) Prizes from the Puerto Rico Lottefjhe amounts received as prizes w PR Internal Individual Income Tax Return 201!
of Puerto Rico and the in the Puerto Richottery, and prizes from the Additional Lottery. Revenue Code (Form 482.0)
Additonal Lottery Section 1031.02 (a Schedule IE Individual
12 Part Il Line 7
TEB37 Individual Tax Income from pensions (13) The amounts received as pensions granted or to be granted b PR Internal Individual Income Tax Return 2011

ar annuities, up to the retirement systems or funds subsidized by the Government of Puerto Ri

applicable limitation well as annuities or pensions granted by the Government of the United S
of Americaand by the instrumentalities or political subdivisions of bt
governments, and by pension, retirement, or annuities plans qualified u
the provisions of Section 1081.01, granted by privsg¢etor employers.

Revenue Code
Section 1031.02 (a
13

(Form 482.0)
Schedule IE Individual
Part Il Line 8

84



85

TEB ID

Tax
Regime

PUERTO RI@®X EXPENDITURE REPORT FOR TAX Y

Tax Expenditure Full Description

TEB38

Individual Tax

Christmas Bonus,
Summer Bonus and
Medicine Bonus

(14) The amount received by pensioners from the retirement systerr
employees of theGovernment of Puerto Rico or its instrumentalities, thc
of the retirement system of the Judiciary, those of the retirement syster
the University of Puerto Rico, and the pensioners of the Principal Systt
Pensions and Annuities for Teachers by wayhristmas Bonus, Summ
Bonus granted by Act No. 37 and Act No. 38 of June 13, 2001, and Me
Bonds granted by Act No. 155 of June 27, 2003 and Act No. 162 of J
2003.

TEB39

Individual Tax Gain from the sale or
exchange of principal

residence by certain
individuals and
qualified property

(16) Gain on the sale or exchange of principal residence by certhinduals
- (A) General rule In the case of an individual, the gain realized on the :
or exchange of his principal residence, up to the amount of one hundrec
thousand (150,000) dollars per taxpayer. This exclusion shall apfijytiife
individual elects this exclusion; (ii) the individual is sixty (60) years of a
older on the date of the sale or exchange; and (iii) during the five (5)
period which ends on the date of the said sale or exchange, said proper!
been owned and usedybthe individual as his principal residence for tc
periods of three (3) years or more.

TEB40

Individual Tax

Certain income
related to the
operation of an
employeesowned
special corporation

(17) Certain income related to the operation of special empleyweed
corporations- The following income is exempt from tax: (A) The incom:
special employe@wned corpoations that is credited to the collectiv
reserve account and to the social fund. For contributions to the social fui
qualify for the exclusion herein granted, it shall be necessary that the ber
of the social fund are accessible to all resideritthe municipality where the
special employe®wned corporation has established its principal offi
except for regular and corporate members of the corporation. In additio
should be demonstrated to the Secretary of the Treasury that the social
is used for the purposes provided in Article 1507 of Act No. 144 of Augu
1995, as amended.

Legal Citation Data Source for Tax
Expenditure Estimates
PR Internal Individual Income Tax RetuR016
Revenue Code (Form 482.0)
Section 1031.02 (a Schedule IE Individual
14 Part Il Line 9
PR Internal Individual Income Tax Return 2011
Revenue Code (Form 482.0)
Section 1031.02 (a Schedule IE Individual
16 Part Il Line 10
PR Internal Individual Income Tax Return 2011
Revenue Code (Form 482.0)
Section 1031.02 (a Schedule IE Individual
17 Part Il Line 11
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB41 Individual Tax Cost of living (18) Cost of living adjustmeniThe cost of living adjustment received by L PR Internal Individual Income Tax Return 201!
allowance (COLA) Government employees working in Puerto Rico, up to the amount exe  Revenue Code (Form 482.0)
from tax for income tax purposes under the Federal InteReVvenue Code Section 1031.02 Schedule IE Individual
The taxpayer must include with the return evidence demonstrating (2)18 Part Il Line 12
amount of the cost of living adjustments received during the year.
Department shall be responsible for verifying that taxpayers have com
with their tax obligationn the four (4) years preceding the filing date. If t
tax obligation has not been fulfilled, the Department may revoke the privi
granted in this paragraph and the taxpayer shall have to pay the am
owed, with penalties and surcharges.
TEB42 Individual Tax ~ Unemployment (19) Unemployment compensaticrAmounts received as compensation 1 PR Internal Individual Income Tax Return 201!
compensation unemployment under a law of the United States, a U.S. state, or Revenue Code (Form 482.0)
Government of Puerto Rico. Section 1031.02 (a Schedule IE Individual
19 Part Il Line 13
TEB43 Individual Tax Compensation (20) Compensation received for active military service performed by mil PR Internal Individual Income Tax Return 201!
received from active personnel in a "combat zone." This exemption does not apply to mil  Revenue Code (Form 482.0)
military service in a personnel mobilized outde Puerto Rico to relieve military personnel sent Section 1031.02 (a Schedule IE Individual
combat zone the combat zone. 20 Part Il Line 14
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB44 Individual Tax Compensation (26) Compensation received by an eligible researcher or scientist for se PR Internal Individual Income Tax Return 28
received by an eligible rendered to the University of Puerto Rico and any other institution of hic  Revenue Code (Form 482.0)
researcher or scientisi education accredited in Puerto Rico, for scientiisearch up to an amour Section 1031.02 Schedule IE Individual
equal to the maximum grant established by the National Institutes of He  (a)(26) and (27) Part Il Line 15
for salaries to researchers receiving grants from any organization unde
National Institutes of Health for the applicable period, according to
notices published by the Institutes; provided that, for the calendar
beginning January 1, 2008, the amount to be excluded shall be one hui
ninety-five thousand (195,000) dollars. Any income earned by a researct
scientist from services renderea tother persons, whether individuals «
entities, other than the University of Puerto Rico or other institutions
higher education, are excluded from this benefit.
TEB45 Individual Tax Rents from the (28) Historical Zone rentsSubject to the requirements of Act No. 7 of Mar PR Internal IndivMdual Income Tax Return 201¢
Historic Zone 4, 1955, as amended, and any other supersedingoonplementary law, uf  Revenue Code (Form 482.0)
to the limit provided in said laws, rents received for the rental of building Section 1031.02 (a Schedule IE Individual
the Historical Zone of the City of San Juan Bautista, Puerto Rico, or 28 Part Il Line 16

historical zone established in Puerto Rico by the Puerto Rican Ct
Inditute or the Planning Board, which have been substantially impro
restored, restructured or rebuilt, or new buildings according to the stand:
set by the Puerto Rican Cultural Institute in line with the characteristics o
historical zone where #y are located, and having obtained tl
corresponding permits from the relevant agencies and a certificate fron
Puerto Rican Cultural Institute certifying its acceptance of the work
completion.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB46 Individual Tax ~ Compensationto  (32) Compensation to citizens amgnresident aliens in Puerto Rico f PR Internal Individual Income Tax Return 201!
OAGAT Sya motion picture production.The wages, fees or compensation paid by fore =~ Revenue Code (Form 482.0)
nonresidents of individuals or corporate entities to citizens and nonresident aliens in Pu Section 1031.02 (a Schedule IE Individual
Puerto Rico for the Rico, for technical services provided thereby during motiontupic 32 Part Il Line 17
production of film  productions for distribution to movie or television networks.
projects
TEB47 Individual Tax Income from (34) Income from overtime earned by members of the Puerto Rico Polic PR Internal Individual Income Tax Return 201!
overtime worked by a such official is defined in Article 2 of Act5396, as amended, known astl  Revenue Code (Form 482.0)
Puerto Rico Police at dzZSNIi2z wAO2 t2fA0S 1 O0G 27F wdeipk Section 1031.02 (a Schedule IE Individual
member employees of the Puerto Rico Police. 34 Part Il Line 18
TEB48 Individual Tax Income from sources (A)Income from sources outside Puerto Riq®. Nonresident of Puerto Ric PR Internal Individual Income Tax Return 201!
outside of Puerto Ricc throughout the tax year.In the case of an individual who is a U.S. citizen ~ Revenue Code (Form 482.0)
who establishes, to the Secretary's satisfaction, that he has not be Section 1031.02 Schedule IE Individual
resident of Puerto Rico thralhout the tax year, the amounts received frc (a)(35)(A) Part Il Line 19
sources outside Puerto Rico, but said individual shall not be allowed
deduction from gross income any deduction properly attributable
imputable to amounts excluded from gross income under this paragrapt
TEB49 Individual Tax Remuneration (E) compensation of employees of foreign governments or internati PR Internal Individual Income Tax Return 201!
received by organizations.- (i) Rule for exclusionThe salaries, fees or wages of é Revenue Code (Form 482.0)
employees of foreign employee of a foreign government or international organization, includii  Section 1031.02 Schedule IE Individual
governments or  consular officer opther officer or nondiplomatic representative, received (a)(35)(E) Part Il Line 20

international
organizations

compensation for official services to said government or internatic
organization (I) If said employee is not a U.S. citizen; (l1) If, in the case
employee of a foreign government, the rs&es are similar to thos
performed by Employees of the Government of the United States in fot
countries; and (l1l) If, in the case of an employee of a foreign governmen
foreign government grants an equivalent exemption to employees of
Govenment of the United States who perform similar services in said for
country.
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Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB ID Tax Tax Expenditure
Regime
TEB50 Individual Tax Incomefrom buildings

rented to the
Government of
Puerto Rico for public
hospitals, health or
convalescent homes,
public schools
(Contracts in force at
November 22, 2010)
and residential rent
under Act 1322010

(F) Income from buildings leased or rented to thev&oment of Puerto Rict
for public hospitals, health or convalescence clinics and compleme
facilities to said hospitals, health and convalescent clinics, such as
housing, cafeteria, laundry services, physical and vocational rehabilit
centers; public schools angbhysical facilities complementary to educatic
such as libraries, book stores, student and teacher housing and multipul
centers such as cafeterias, meeting and recreational facilities; or
construction of buildings to be lead to nonprofit entities for use as
hospitals, health or convalescent clinics and complementary phy
facilities. This exemption shall be available solely and exclusively for
buildings that have a lease contract in effect as of November 22, 2010.

PR Internal
Revenue Code
Section 1031.02

(a)(35)(F)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 21

TEB51 Individual Tax Income derived by the
taxpayer from the
resale of personal

property or services
which acquisition was
subject to tax under
Section 3070.01 or
Section 2101 of the
Internal Revenue
Code of 1994

(G) Income derived by the taxpayer from the resale of personal proper
services whose acquisition by said taxpayer was subject to tax underrs
3070.01 of this Code or Section 2101 of Act No. 120 of October 31, 19
amended, known as the Internal Revenue Code of 1994.

PR Internal
Revenue Code
Section 1031.02

(a)(35)(G)

Individual Income Tax Return 201!
(Form 482.0)
Schedule IE Individual
Pat Il Line 22
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB52 Individual Tax Accumulated Gain in Section 1040.08 (e) Transitional Provisions (1) Election to prepay spec PR Internal Individual Income Tax Return 201!
Nonqualified Options on accrued gains in options to acquire transferred stock or partner Revenue Code (Form 482.0)
shares: Thefollowing shall be subject to the provisions of paragraphs (2) Sectin Schedule IE Individual
(3) of this subsection, (A) Any individual who, being the owner of an o] 1040.08(e)(1)(A) Part Il Line 23

(qualified or unqualified under Section 1046 of the Puerto Rico Inte and Section
Revenue Code of 1994, as amended) tajuite corporate stock o 1023.21(c)(i)
partnership shares, prepaid during the period from July 1, 2006 to Dece

31, 2006, a special tax of five (5) percent on all or part of any gain accru

the option granted.

Section 1023.21 (c) Included assets. The electioniged in this section ma
be made with respect to the following assets: (i) Shares in corporat
limited liability companies or partnerships, whether domestic or fore
including the option to acquire shares or stock;
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Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB ID Tax Tax Expenditure
Regime
TEB53 Individual Tax Distributions of

Amounts Previously
Notified as Deemed
Eligible Distributions

Section 1023.06 (jJrransitional Provisions.The amount of any eligibl
distribution made by a corporation or partnership duringthe period betwt
July 1, 2006 and December 31, 2006, subject to a special tax rate of f
percent of the total amount received by any eliigilperson, in lieu of the
special tax established under subsection (b), and not currently distribute
the shareholders or partners of said entities, may be maintained in the b
of the corporation or partnership in question, in order to comply withy
contractual, commercial or statutorycommitment of said entities, to be ta
into account when making any kind of distribution by the Board of Direc
of managing partner or directors of said corporations or partnerships,
subject as such to the disetion thereof, in terms of the source or origin
the monies to be distributed in the future by any such entities.

Section 1023.25 (b) Tax applicable to constructive distributions.
corporation has, within the periods provided in subsection (ajif $ection,
the authority to designate, as a constructive distribution, an amount u
the retained earnings and profits subject to the special tax provide
subsection (a) of this section, without having to distribute them during
temporary period.

PR Internal

Revenue Code
Sections 1023.06(j

and Section
1023.25(b)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 24

TEB54 Individual Tax Distributions from
Non-Deductible
Individual Retirement
Accounts

(3) Nonqualified distributions Any distribution from a nondeductil
individual retirement account other than a qualified distribution shall
taxable under the provisions of Section 1081.02(d) and shall be subject"
penalties provided in Section 1081(@2in the same manner as distributio
from the individual retirement accounts described in Section 1081.02.
purposes of Section 1081.02(d)(1)(A), the basis of any person ir
nondeductible individual retirement account shall be equal to the sum o
(A) nondeductible contributions made to the account;

(B) qualified rollover contributions made to the account; and

(C) the income earned by the income &xempt account.

PR Internal
Revenue
CodeSection
1081.03 (d)(3)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 25

91



92

TEB ID

Tax
Regime

Tax Expenditure

PUERTO RI@®X EXPENDITURE REPORT FOR TAX Y

Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB55

Individual Tax Special Compensatior (11) The compensation or indemnities received byamployee by reason c

Paid due to a
Liguidation or Close
of Businesses under
Article 10 of Act No.
80 of May 30, 1976

severance, without it being necessary to determine just cause, up
maximum amount equal to the indemnity that the employee could rece
under Act No. 80 of May 30, 1976, as amended.

PR Internal
Revenue Code
Section

1031.01(b)(1)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 26

TEB56

Individual Tax

Salaries from
Overtime during
Emergency Situations

Section 1. The salary earned for overtime worked by employees require
do so as aesult of the Island or one of its municipalities having been decli
a disaster zone is hereby exempted from the payment of income tax ug
maximum of ninety (90) days after such declaration. Sectioft#z Heads o
Agencies of the Commonwealth of €&to Rico and those employers th
activate employees who may avail themselves of the benefits of this Act
submit the lists of employees who were required to work during
emergency to the Secretary of the Treasury.

Art. 1 & 2, Act 324
2004

Individual Income Tax Return 201!
(Form 482.0)
Schedule IE Individual
Part Il Line 27

TEB57

Individual Tax

Income from
copyrights up to
$10,000 under Act
516-2004

Article 4- Contributory Incentives to the Authors: The income receivec
Puerto Rican authors for their works, up to the amount of ten thous:
dollars ($ 10,000.00), will be exempt from the payment of contributions.

Art. 4 Act 5162004

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 28

TEB58

Individual Tax

Income received by
designers and
translators up to
$6,000 under Act 516
2004

Article 8- Tax Incentives for Designers and Translators: The income rect
the designers and translators for their work in the preparation of books,
be exempt from the payment of contributions, up to the amount of
thousand dollars ($ 6,000.00).

Designers and translators must submit to the Secretary of the Departme
the Treasury all the documentation required by this regulation to verify
/ or certify that they have complied with the provisions of this Law.

Art. 8 Act 5162004

Individual Income Tax Return 2011
(Form 482.0) Schedule IE Individu
Part Il Line 29
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Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB59

Individual Tax Distributable share on The amount received for the distributable share on exempt income f Instructions Booklet
exempt income from passthrough entities, and revocable trusts or grantor trusts. Transfer to - Individual Income

passthrough entities

line, in the column of items considered for the mortgage interest limitat
the anount indicated on Form 480.60 EC, Part lll, line 17 and on Form 4
F, Part Ill, line 1T, as applicable. Transfer to the column of items subj
alternate basic tax, the amount indicated on Form 480.60 EC, Part lll, li
and on Form 480.60 F, R&l, line 1U, as applicable.

Tax Return 2017
Schedule IE
Individual
Part Il Line 30

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 30

TEBG60

Individual Tax Incomederived by

young people from
wages, services
rendered, self

employment or new

business with special

agreement (Act 135

2014)

(36) Income derived by young persons for salaries, services and/ er
employment: The first forty thousanddollars ($40,000) of gross incom
generated by a young man from salaries, services and / cesgifoyment,
shall be exempt from taxation under this Subtitle. The excess over
thousand dollars ($40,000) will be taxed ordinary rates. In this case tr
taxpayer is not entitled to claim the Special Deduction for Certain Individ
provided in Section 1033.16. For purposes of this subsection, the termy
person means one individuedsident of Puerto Rico, whose age ranges fr
sixteen (16) and twenty (2§kars at the end of the taxabiear.

PR Internal
Revenue Code
Section 1031.02
(a)(36)

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 31

TEB61

Individual Tax Qualified payments
and transactions due
to hurricane Maria

Pursuant to Administrative Determination No.-i7m X | y & & v dzl
wStAST tlhevySyié NBOSAGSR o8& Iy

assistance and support in the process of repairing, mitigating,
compensating angamages or loss suffered by such individual as a rest
the impact of Hurricane Maria on Puerto Rico, shall be excluded fron
RSTAYAGARZ2Y 2F a3aNRaa AyO02YSé F2N

Administrative
Determination No.
17-21 of October 4,
2017 (AD 1721).

Individual Income Tax Return 2011
(Form 482.0)
Schedule IE Individual
Part Il Line 32
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEBG62 Individual Tax ~ Other payments ~ The amount included in Box 19 (Other PaymeBibject to Alternate Basi Instructions Booklet Individual Income Tax Return 201
subject to alternate Tax) of Form 480.6D, for which there is not a specific line provided or - Tax Return 2017 (Form 482.0)
basic tax reported in ¢ Schedule. Schedule IE Schedule IE Inddual
Form 480.6D Individual Part Il Line 33
Part Il Line 33
TEBG63 Individual Tax Other payments not The amount included in Box 20 (Other Payments Not Subject to Alte Instructions Bookle! Individual Income Tax Return 201
subject to alternate  Basic Tax) of Form 480.6D, for which there is ngpecific line provided oi - Individual Income (Form 482.0)
basic tax reported in & this Schedule Tax Return 2017 Schedule IE Individual
Form 480.6D Schedule IE Part Il Line 34
Individual
Part Il Line 34
TEB64 Individual Tax  Otherexemptions (1) Annuities. PR Internal Individual Income Tax Return 201!

subject to alternate  (A) Employee annuities
basic tax not reported (B) Educational policies

in a Form 480.6D

(C) International Insurer Annuities

(2) Certain marginal benefits paid by an employer for its employdés
following amounts paid or accrued by an employer for the benefit of
employee:

(A) Life insurance premiums.

(C) Payments for dependent care

(D) Contributions to health or accident plans

(6) Incentives received by farmers.

(A) In the case of any farmer, the imtiwes received from the Governmel
of Puerto Rico for:

(i) the purchase of farm machinery used for the production of sugar c
coffee, vegetables, rice and food crops;

(ii) the purchase of fertilizer, herbicide, fungicide and materials for |
improvemnent, beekeeping, mariculture, aquaculture and otherwise
determined or added by the Secretary of Agriculture;

(iii) the purchase of wire, posts, cattle fencing materials and otherwis
determined or added by the Secretary of Agriculture; and

(iv) the onstruction of cattle, hog and poultry facilities and fishing vesse
(B) These incentives shall be deemed a reduction of costs or expenses,
case may be, incurred by the farmer. The Secretary of Agriculture

submit to the Secretary each yearn @r before January 31 of the ye
following the calendar year in which said incentives were granted, &
containing the following information:

(i) name, account number and address of each farmer to whom the incer
have been granted, and

Revenue Code
Section 1031.02 (a

(Form 482.0)
Schedule IE Individual
Part Il Line 35
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Legal Citation
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Expenditure Estimates

(i) item and amount of the incentives.

(7) Improvements by lessee on lessor's propehtyome, other than rent
derived by a lessor of real property upon the termination of a le:
representing the value of such property attributable to buildings erecte:
other improvements made by the lessee.

(10) Leave pay for military and naval persorm@inounts received during th
tax year as leave pay with respect to service in the military or naval forc
the United States.

(11) Income of news agencies or syndicat€he income of news agencies
syndicates or other press services, received from newspaper or
broadcasting enterprises as royalties for the use or publication of, or fo
right to use or publish in Puerto Rico, literary or artistic property o :
agencies or syndicates.

(15) Racetrack prize$he amounts from winnings obtained in pools, pi
mutuels, daily doubles, "quinielas", exacta, subscription funds and any
bet at racetracks in Puerto Rico.

(21) Income received or earned with resped games organized b
international associations or federationdncome of any kind received ¢
earned by teams of members of international associations or federatior
associations or entities affiliated with said teams, and income of any
earned byentities contracted by said teams, associations or affiliate:
organize and manage the operation, promotion or administration of :
games in Puerto Rico.

(22) Income earned by Caribbean Series participalimsome earned by the
nonresident players, amagers, technical personnel and foreign tea
participating in Caribbean Series Professional Baseball games held in
Rico.

(23) Income by an international insurance company or internatic
insurance holding company, subject to thevisions of Article 61.240 of th
Puerto Rico Insurance Code, including the income derived from
liquidation or winding up of operations in Puerto Rico.

(24) Federal prescription drug plan subsidfayments of the subsid
received under the provisianof Section 186022 of the Social Security Ac
as amended or as subsequently amended. This exemption from gross ir
shall not affect the determination of any deduction allowed under Sec
1033.01 of this Subtitle. Therefore, a taxpayer may clatheduction under
Section 1033.01 of this Subtitle, even when said taxpayer also receiv
excludable subsidy with respect to the deduction allowed under Se«
1033.01 of this Subtitle.
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Tax Expenditure Full Description

Legal Citation
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(25) Amounts received by an employee under Act No. 84 of March9B, .
known as the "Government Daycare Center Creation Act," provided tha
expenses are related to a dependent for whom the employee is entitle
claim an exemption under Section 1033.18(b). No deduction shall be all
any provision of this Subtitléor any amount exempt from tax under th
paragraph.

(29) Stipends and travel expenses of legislatofgnounts received b
members of the Legislative Assembly of the Government of Puerto Ri
stipends and travel expenses, representing a reimbursemérgxpenses
actually incurred.

(30) Stipends and travel expenses of municipal legislathnsounts receivec
by members of the municipal legislatures as stipends and travel expe
representing a reimbursement of expenses actually incurred.

(31) Income ofinternational banking entities.Income from any of the
activities described in subsection (a) of Section 12 of Act No. 52 of Augt
1989, as amended, known as the "International Banking Center Regu
Act," carried on by any International Bankikgtity authorized to carry ol
such activities under the provisions of said act, including the income de
from the liquidation or winding up of operations in Puerto Rico.

(33) Amounts paid by an employer to an employee as reimburseme
travel expenss, meals, lodging, entertainment and other employme
related expenses.Amounts paid by an employer as reimbursement
expenses paid or incurred by the taxpayer with respect to his performan
services as an employee, consisting of travel expensealsiledging while
away from home, entertainment (except for those deemed excessiv
extravagant given the circumstances) and other employnretsted
expenses, provided that said reimbursement is made under an exg
reimbursement plan established blye employer, meeting the requiremen
established by the Secretary by regulation for such purpose.

(35) Miscellaneous items.

(B) income of the U.S. government, foreign governments and internat
organizations

(C) income of states, municipalities andhet political subdivisions

(D) receipts of vessel owner and mutual protection and indem
associations
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB65 Individual Tax Other exemptions not (1) Annuities. PR Internal Individual Income Tax Return 201!
subject to alternate  (A) Employee annuities Revenue Code (Form 482.0)
basic tax not reported (B) Educational policies Section 1031.02 (a Schedule IEndividual
in a Form 480.6D (C) International Insurer Annuities Part Il Line 36

(2) Certain marginal benefits paid by an employer for itpyees: The
following amounts paid or accrued by an employer for the benefit of
employee:

(A) Life insurance premiums.

(C) Payments for dependent care

(D) Contributions to health or accident plans

(6) Incentives received by farmers.

(A) In the cas of any farmer, the incentives received from the Governm
of Puerto Rico for:

(i) the purchase of farm machinery used for the production of sugar ¢
coffee, vegetables, rice and food crops;

(ii) the purchase of fertilizer, herbicidéungicide and materials for lan
improvement, beekeeping, mariculture, aquaculture and otherwise
determined or added by the Secretary of Agriculture;

(iii) the purchase of wire, posts, cattle fencing materials and otherwis
determined or added by th8ecretary of Agriculture; and

(iv) the construction of cattle, hog and poultry facilities and fishing vesse
(B) These incentives shall be deemed a reduction of costs or expenses,
case may be, incurred by the farmer. The Secretary of Agricufturst
submit to the Secretary each year, on or before January 31 of the
following the calendar year in which said incentives were granted, ¢
containing the following information:

(i) name, account number and address of each farmer to whom thaiives
have been granted, and

(i) item and amount of the incentives.

(7) Improvements by lessee on lessor's propehtizome, other than rent
derived by a lessor of real property upon the termination of a le:
representing the value of such propertytrdtbutable to buildings erected o
other improvements made by the lessee.

(10) Leave pay for military and naval person@mnounts received during th
tax year as leave pay with respect to service in the military or naval forc
the United States.

(11)Income of news agencies or syndicatdhe income of news agencies
syndicates or other press services, received from newspaper or
broadcasting enterprises as royalties for the use or publication of, or fo
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right to use or publish in Puertoid®, literary or artistic property of sai
agencies or syndicates.

(15) Racetrack prize¥he amounts from winnings obtained in pools, p:
mutuels, daily doubles, "quinielas”, exacta, subscription funds and any «
bet at racetracks in Puerto Rico.

(21) Income received or earned with respect to games organizec
international associations or federationdncome of any kind received ¢
earned by teams of members of international associations or federatior
associations or entities affiliated with sateams, and income of any kir
earned by entities contracted by said teams, associations or affiliate
organize and manage the operation, promotion or administration of :
games in Puerto Rico.

(22) Income earned by Caribbean Series participaltsome earned by the
nonresident players, managers, technical personnel and foreign te
participating in Caribbean Series Professional Baseball games held in
Rico.

(23) Income by an international insurance company or internatic
insurance holdingompany, subject to the provisions of Article 61.240 of
Puerto Rico Insurance Code, including the income derived from
liquidation or winding up of operations in Puerto Rico.

(24) Federal prescription drug plan subsidifayments of the subsid
received under the provisions of Section 186D of the Social Security Ac
as amended or as subsequently amended. This exemption from gross ir
shall not affect the determination of any deduction allowed under Sec
1033.01 of this Subtitle. Therefora,taxpayer may claim a deduction und
Section 1033.01 of this Subtitle, even when said taxpayer also receiv
excludable subsidy with respect to the deduction allowed under Se
1033.01 of this Subtitle.

(25) Amounts received by an employee undet No. 84 of March 1, 199¢
known as the "Government Daycare Center Creation Act,” provided tha
expenses are related to a dependent for whom the employee is entitle
claim an exemption under Section 1033.18(b). No deduction shall be all
any provision of this Subtitle for any amount exempt from tax under 1
paragraph.

(29) Stipends and travel expenses of legislatofsnounts received b
members of the Legislative Assembly of the Government of Puerto Ri
stipends and travel expenses, repeesing a reimbursement of expenst
actually incurred.
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(30) Stipends and travel expenses of municipal legislatdnsounts receivec
by members of the municipal legislatures as stipends and travel expe
representing a reimbursement of expenses actumburred.

(31) Income of international banking entitiedncome from any of the
activities described in subsection (a) of Section 12 of Act No. 52 of Augt
1989, as amended, known as the "International Banking Center Regu
Act," carried on by anInternational Banking Entity authorized to carry
such activities under the provisions of said act, including the income de
from the liquidation or winding up of operations in Puerto Rico.

(33) Amounts paid by an employer to an employee as reisgment of
travel expenses, meals, lodging, entertainment and other employm
related expenses.Amounts paid by an employer as reimbursement
expenses paid or incurred by the taxpayer with respect to his performan
services as an employee, consigtiof travel expenses, meals, lodging wt
away from home, entertainment (except for those deemed excessiv
extravagant given the circumstances) and other employnretsted
expenses, provided that said reimbursement is made under an exg
reimbursement plan established by the employer, meeting the requireme
established by the Secretary by regulation for such purpose.

(35) Miscellaneous items.

(B) income of the U.S. government, foreign governments and internat
organizations

(C) income of state municipalities and other political subdivisions

(D) receipts of vessel owner and mutual protection and indem
associations
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(a) Tax Rate. Any individual, estate or trust shall pay, in lieu of any other
levied by this Subtitle, a tax of:

(1) ten(10) percent tax on the excess of any net lbegn capital gain ove
any net shortterm capital loss, as defined in Section 1034.01, derived 1
any sale or exchange made before July 1, 2014;

(2) fifteen (15) percent on the excess of any net kergn ceital gain over
any net shortterm capital loss derived from any sale or exchange made :
June 30, 2014 but before January 1, 2017; or

(3) twenty (20) percent of the excess of any net loeign capital gain ove
any net shoriterm capital loss arisingdm any sale or exchange made af
December 31, 2016;

Or, the taxpayer may elect to pay a tax at the normal tax rates, whiche
most beneficial for the taxpayer.

PR Internal
Revenue Code
Section 1023.02

Individual Income Tax Return 2011
(Form482.0)
Schedule A2 Individual
Line 4 (a)

TEB ID Tax Tax Expenditure
Regime
Preferential
Tax Rate
TEB66 Individual Tax Net longterm capital
gain (or loss) under
Act
TEBG67 Individual Tax Interest from IRA on

deposits in accounts
from certainfinancial
institutions

(a) Tax Rate

(1) Special tax rate. For tax years beginning before January 1, 201
individual, estate orrust may apply the option to pay, in lieu of any ott
taxes levied by this Subtitle, a tax equal to ten (10) percent, or seventeel
percent in the case of an individual retirement account over the total amc
of nonexempt interest paid or credited ro deposits in interesbearing
accounts, savings cooperatives or associations authorized by the Fe
Government or the Government of Puerto Rico, commercial and mt
banks or any other banking organization located in Puerto Rico, providet
said taxpayer complies with certain requirements.

PR Internal
Revenue Code
Section 1023.04

Individual Income Tax Return 2011
(Form 482.0)
Schedule A2 Individual
Line 4 (b)
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
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TEBG68 Individual Tax Interest on deposits in (a) Tax Rate PR Internal Individual Income Tax Return 201!

accounts from certain (1) Special tax rate. For tax years beginning before January 1, 201

financial institutions

individual, estate or trust may apply the option to pay, in lieu of any o
taxes levied by this Subtitle, a tax equal to ten (10) percengersteen (17)
percent in the case of an individual retirement account over the total amc
of nonexempt interest paid or credited on deposits in interestaring
accounts, savings cooperatives or associations authorized by the Fe
Government or the @vernment of Puerto Rico, commercial and mut
banks or any other banking organization located in Puerto Rico, providec
said taxpayer complies with certain requirements.

Revenue Code
Section 1023.04

(Fom 482.0)
Schedule A2 Individual
Line 4 (c)

TEB69 Individual Tax Interest from
distributions of IRA to
Governmental
Pensioners

(d) Distribution of Individual Retirement Account Assets.

(1) Taxation of payments or distributions fromiadividual retirement fund.
(D) Notwithstanding the provisions of subparagraphs (B) and (C) o
paragraph, the owner or beneficiary of an individual retirement account
receives a total or partial distribution from an individual retirement acco
that does not constitute a distribution of his contribution to the individi
retirement account, may have the option to pay a tax equal to ten

percent on such amount instead of any other tax levied by this subsec
for the tax year in which the omer or beneficiary effectively receives su
total or partial distribution, provided that he is actually receiving -
retirement benefits offered by the Retirement System of the Governmer
Puerto Rico and its instrumentalities, Judiciary Retiremerte8ysr Teachel
Retirement System. If the owner or beneficiary of the individual retirenr
account exercises the option to pay the tax of ten (10) percent provide
this subparagraph, the trustee of the individual retirement account shal
under the olligation to deduct and withhold the tax of ten (10) percent
the amount distributed.

PR Internal
Revenue Code
Section
1081.02(d)(1)(D)

Individual Income Tax Return 201!
(Form 482.0)
Schedule A2 Individual
Line 4 (d)
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Full Description

TEB70

Individual Tax Non-exempt eligible
interest paid or
credited on bonds,
notes, other
obligations or
mortgage loans

(a) Tax Rate

(1) Special tax rate. For tax years beginning before January 1, 201
individual, estate, corporation, partnership or trust may elect to,paylieu
of any other tax levied by this Subtitle, a tax equal to ten (10) percent o
total amount of norexempt eligible interest that is paid or credited on bon
promissory notes, or other obligations issued by a corporation or partnel
descrited in paragraph (1) of subsection (b), or on mortgages on reside
property located in Puerto Rico described in paragraph (2) of said subse

TEB71

Individual Tax Eligible distribution of
dividends

(a) Levying of TaxThere shall be levied, collected and paid, in lieu of
other taxes levied by this Subtitle on the total amount received by any eli
person (aglefined in subsection (d)), attributable to any eligible distribut
(as defined in subsection (c)) of dividends: (1) of a domestic corporatic
(2) of a foreign corporation, when no less than eighty (80) percent of its (
income derived during theeriod of three (3) tax years ending on the clc
of the tax year preceding the date of the declaration of the dividi
constitutes income effectively connected with a trade or business in Pt
Rico, the special tax provided in subsection (b), withouting into
consideration any deduction or credit provided by this Subtitle. This se:
shall not apply to amounts distributed in a total or partial liquidation ¢
corporation.

TEB72

Individual Tax Income paid by sport
teams of international
associations or
federations

(a) Levying of TaxThere shall be levied, collected and paid, in lieu of
other taxes levied by thiSubtitle, a special tax of twenty (20) percent on 1
total amount received by any resident or nonresident individual (inclu
but not limited to players, managers and technical personnel)
compensation received for personal services rendered in PuRito as ar
employee or independent contractor of a team of members of internatic
associations or federations or associations or entities affiliated with
teams, as described in subsection (c).

Legal Citation Data Source for Tax
Expenditure Estimates
PR Internal Individual Income Tax Return 2011
Revenue Code (Form 482.0)
Section 1023.05 (a Schedule Andividual
Line 4 (e)
PR Internal Individual Income Tax Return 201!
Revenue Code (Form 482.0)
Section 1023.06 Schedule A2 Individual
Line 4 (f)
PR Internal Individual Itome Tax Return 2016
Revenue Code (Form 482.0)
Section 1023.07 Schedule A2 Individual
Line 4 (g)
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB73 Individual Tax  Total distributions  (a) Exemption.A trust organized under the laws of Puerto Rico that fol PR Internal Individual Income Tax Return 201!
from qualified part of an employer'setirement, profit sharing, stock bonus or pension pli ~ Revenue Code (Form 482.0)
retirement plans  for the exclusive benefit of its employees who are Puerto Rico resider Section 1081.01 (a Schedule A2 Individual
who render services primarily in Puerto Rico, and the beneficiaries the Line 4 (h)

or a trust organized under the laws of Puefico or that is deemed

domestic trust under the U.S. Internal Revenue Code of 1986, as ame
or any successor legal provisions, which forms part of an emplo
retirement, profit sharing, stock bonus or pension plan, for the exclu
benefit of itsemployees who are Puerto Rico residents or Puerto Rico
U.S. residents, with respect to its U.S. participants and beneficiaries, \
complies with the qualification requirements of Section 401(a) of the

Internal Revenue Code, as amended (her@ittiaS NJ NB ¥ S NNB R

/ 2RS3¢ F2NJ GKS LlzN1J2asSa 2F (KAa
Subchapter, and no other provisions of this Subchapter shall be appli
with respect to said trust or its beneficiaries, provided that its termd

operations meet certain requirements.

TEB74 Individual Tax Gain taxable at rate
under an Incentives
Act 142017 (K, LM,
or N ) and/or wages
( Qualified
Physicians)

The gain determined on Schedules K, L, M or N Individual, as appli
taxable at a reduced rate under an Incentives Act and/or wages receiv:
a qualified physician who has a decree under Ac2047. Irtlude this
amount in Columns B through H, as it corresponds, according tc
applicable preferential rate.

Instructions Bookle! Individual Income Tax Return 201!

- Individual Income (Form 482.0)
Tax Return 2017 Schedle A2 Individual
Schedule A2 Line 4 (i)
Individual
Line 4 (i)
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB75 Individual Tax  Any other income  Any other income subject to a preferential rate: Instructions Booklet Individual Income Tax Return 201

subject to a
preferential rates

Section 1023.01Special Surtax on Separate Accounts

Section 1023.02 Special Tax omdividuals, Estates and Trusts on Net L-c
Term Capital Gain

Section 1023.08Special Tax on Variable Annuities in Separate Account
Section 1023.09 Special Tax on Total Distributions of Certain Emplc
Trusts

Section 1023.20G Election to Prepay thdax on Accrued Undistribute
Amounts in a Variable Annuity Contract

Section 1023.21Special Tax on Individuals, Estates and Trusts on the S
Excess Prepayment over the Increase in Accrued Value of Certain Asse
Section 1023.22- Special Tax on Camtions on the Sale or Exce
Prepayment over the Increase in Accrued Value of Capital Assets
Section 1023.23Prepayment of Individual Retirement Accounts

Section 1023.24Prepayment [to] Educational Contribution Accounts
Section 1023.25 Special Tax on Distributions of Dividends and Prepayr
of the Special Tax on Constructive Distributions

- Individual Income (Form 482.0)
Tax Return 2017 ScheduleA2 Individual
Schedule A2 Line 4 (j)
Individual
Line 4 (j)
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB76 Individual Tax Eligible distributions Tax Relief measures include the following: (i) The first $10,000 of the E ~ Administrative Individual Income Tax Return 201!
due to hurricane  Distributions are exempt from income taxes, income taxes withholdin Determination No. (Form 482.0)
Maria 42dNDOS yR GKS FtGSNYFGADBS o anct 1813 Schedule A2 Individual

Distributions in excessf&10,000 up to a maximum of $100,000 are subj Line 4 (k)

to a fixed preferential tax rate of 10% instead of any other tax imposed u

GKS tw /2RS3Y AyOfdzZRAYy3a GKS 1. ¢ ¢

shall be withheld at source upon distribution. In thewvent the 10%
Withholding is not made, the Eligible Individual should be subject to re
income tax rates and applicable early withdrawal penalties under the PR
with respect to distributions exceeding $10,000; and (iii) The Eli
Individual carrequest various Eligible Distributions from one or more P
or IRAs during the Eligible Period, but up to a combined maximui

$100,000.
Credits
Subject to Moraratorium
TEB77 Individual Tax Credit attributable to (b) Credits subject tonoratorium: (2) Subparagraph (a) of Article 14 of PR Internal Individual Income Tax Return 2011
losses or for No. 46 of January 28, 2000, as amended, known as the Puerto Revenue Code (Form482.0) Schedule B Part Il Line
investment in the  Investment Capital Investment Fund Act of 1999; Section1051.08 (b) & Schedule B Part IV Line 2
Capital Investment (2)

Fund, Act46-2000,
including purchases.
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Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB ID Tax Tax Expenditure
Regime
TEB78 Individual Tax Credit for

construction
investment in urban
centers (Act 212002,
as amended)

(b) Credits subject to moratorium: (5) Paragraphs (E) and (F) of Article
andArticle 4.04 of Act No. 212 of August 29, 2002, as amended, known i
Urban Center Revitalization Act; except that in the case of those cr
allowed under subparagraph (A) of paragraph (6) of subsection (a) of £
30 of Act No. 7 of March 9, 2008 amended, the moratorium shall apply
follows: (A) Credits allowed during fiscal year 2009only up to 50% of suc
credit may be claimed in tax years beginning after December 31, 200!
before January 1, 2011, and up to 50% may be claimed ipe@ps ginning
after December 31, 2010 and before January 1, 2012; and any remain
subsequent tax years. (B) Credits allowed during fiscal year2016nly up
to 50% of such credit may be claimed in tax years beginning after Dece
31, 2010 and biere January 1, 2012, and up to 50% may be claimed it
years beginning after December 31, 2011 and before January 1, 201!
any remainder in subsequent tax years. (C) Credits allowed during fisce
2013-12; only up to fifty (50) percent of saidedit may be claimed in ta
years beginning after December 31, 2011 and before January 1, 2013; ¢
to fifty (50) percent may be claimed in tax years beginning after Decel
31, 2012 and before January 1, 2014; and any remainder in subseque
years

PR Internal
Revenue Code

Section1051.08 (b)

(5)

Individual Income Tax Return 2011
(Form 482.0) Schedule B Part Il Lin

TEB79 Individual Tax Credit for merchants
affected by urban
centers revitalization
(Act 2122002, as
amended) including
purchases.

The amount of Tax Credit for Merchants Affected by the Urban Ce
Revitalization. Every commercial entity established in the area affected k&
construction of the revitalization projects in urban centers, will be entitle
claim an 8% taxcredit of the 50% gross sales generated during
construction period.

Art. 4.04 (A) Act
212- 2002

Individual Income Tax Return 201!
(Form 482.0) Schedule B Part Il Lin
& Schedule B Part IV Line 7
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB8O Individual Tax Credit forpurchases (a) Any eligible business that purchases eligible products manufactur PR Internal Individual Income Tax Return 201!
of products Puerto Rico, including components and accessories, shall be entittedto ~ Revenue Code (Form 482.0) Schedule B Part Il Lin
manufactured in  acredit against the taxes provided in this Subtitle A, as provided in subse Section1051.09 (a)
Puerto Ricoand  (c) of this Section.
Puerto Rican
agricultural products.
TEB81 Individual Tax Credit for the (b) Credits subject to moratorium: (4) Subparagraph (a) of Article 17 c PR Internal Individual Income Tax Return 201!
establishment of an No. 183 of December 27, 2001, as amended, knasnthe Puerto Ricc  Revenue Code (Form 482.0) Schedule B Part Il Lin
eligible conservation Conservation Easement Act; Section1051.08 (b) & Schedule B Part IV Line 6
easement or donation ()]
of eligible land (Act
1832001, as
amended), including
purchases.
TEB82 Individual Tax Other credits subject (1) Subparagraph (b) of Article 21 of Act No. 70 of June 23, 1978, as am PR Internal Individual Income Tax Return 201!

to moratorium not
included on the
preceding lines

known as the Puerto Rico Solid Waste Authority Act;

(3) Subparagraph (a) of Article 11 of Act No. 178 of August 18, 20(
amenced, known as the Act to Create a Theater District from Calle Bolix
Calle Ernesto Cerra in Santurce;

(6) Subparagraph (A) of Article 3 of Act No. 140 of October 4, 20C
amended, known as the "Social Housing Construction or Rehabilit
InvestmentAct," except for those credits allowed or pending final apprc
for social housing projects for sale or rent or elderly facilities meeting
following requirements: (1) to have a certificate of qualification, and (2
have an amount of reserved cresli

(7) Subparagraphs (a) and (b) of Article 4 of Act No. 98 of August 10, 2(
amended, known as the Housing Infrastructure Investment Tax Credit A

Revenue Code (Form 482.0) Schedule B Part Il Lin
Section 1051.08 (b
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Full Description

Legal Citation Data Source for Tax
Expenditure Estimates

TEB83

Individual Tax Credits carried from The total amount of carry forward credits determined on line 29, Part Instructiors Booklet Individual Income Tax Return 201

previous years

Schedule B Individual of the income tax retdited for the previous year the
are subject to moratorium under Sections 1051.11 and 1051.12 of the (
The taxpayer must include with the return a breakdown including the tax
year in which the credit is available to be used, the amount of ct
generated per taxable year, the amount of carry forward credit per tax
year used in previous taxable years, the taxable year in which any balai
such credit was claimed, and the balance of credit available for the cu
taxable year.

- Individual Income (Form 482.0) Schedule B Part Il Lin
Tax Return 2017
Schedule B Part Il
Line 8

TEB84

Individual Tax

Purchases: Solid
Waste Disposal (Act
159-2011)

(a) Subject to theprovisions of sections (b), (c) and (e) of this Article
investors shall be entitled to a credit for investment in exempt facilities e
to fifty percent (50%) of their eligible investment. , to be taken in no less
two (2) terms: up to half ofad credit in the year in which the exempt facil
obtained the necessary financing for its total construction, and the balan
said credit in the year (s) ) following (s), as established by the Secretary
administrative determination approvinghé granting of said credit. If a
escrow account is established and it is dissolved because the nect
financing for the total construction of the exempt facility has not be
obtained, the participants will not be entitled to the credit.

Art. 4 Act 159 Individual Income Tax Return 2011
2011 [Instructions (Form 482.0) Schedule B Part IV L
Booklet- Individual 1
Income Tax Returr

2017
Schedule B Part I\
Line 1

TEB85

Individual Tax

Purchases: Capital
Investment Fund (Act
46-2000)

(a) Tax Credit: The Fund Administrator will be entitled to a tax cre
equivalent to twentyfive (25) percent of the amount of money received
the Fund as private proprietary interests in the Fund, which may only be
as provided in section (b) hd (d) of this Article.

Art. 14 Act 46 Individual Income Tax Return 2011
2000 |Instructions  (Form 482.0) Schedule B Part IV L
Booklet- Individual 2
Income Tax Returr

2017
Schedule B Part I\
Line 2
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB86 Individual Tax Purchases: Theatrical (a) Subject to the provisions of subsection (e) of this section, any inve Art. 11 Act 178 Individual Income Tax Return 201!
District of Santurce including a participant in a fund, shall be entitled to a credit for investmel 2000 [Indructions  (Form 482.0) Schedule B Part IV L
(Act 1782000) theatrical business up to a limit of five (5)liion dollars ($ 5,000,000) pe Booklet- Individual 3

fiscal year, and two (2) million dollars ($ 2,000,000) per fiscal yei Income Tax Returr

rehabilitations of existing structures of your eligible investment or y 2017

investment in securities of a Securities Fund, or Funds to be claim&dbi Schedule B Part I\

(2) terms : up to half of said credit in the year in which the theatrical busi Line 3

obtained the necessary financing for its operation, to require financing,
the balance of said credit, in the next two (2) following years.

TEB87 Individual Tax Purchases: Credit for (i) A tax credit will be granted to a Combined that is previously approve Art. 4 Act 98 2001 Individual Income Tax Ren 2016
investment in housing the agency and by the Secretary of Housing in an amount equivalent tc |Instructions (Form 482.0) Schedule B Part IV L
infrastructure (Act98- hundred percent (100%) of the investment made, to carry out the de: Booklet- Individual 4
2001, as amended) developmentand the construction of the Regional or Municipal Imp Income Tax Returr
Infrastructure to be transferred to the Commonwealth of Puerto Rico. 2017
Schedule B Part I\
Line 4
TEB88 Individual Tax Purchases: Credit for (a) General Rule Subject tothe provisions of this Act and the regulatio Art. 1.2 Act 140 Individual Income dx Return 2016
investment inthe  promulgated thereunder, except as provided in subsection (b) of this Se« 2001 |Instructions (Form 482.0) Schedule B Part IV L
construction or any owner of a rental housing project may qualify to a tax credit of fifty ¢ Booklet- Individual 5
rehabilitation of ($ 0.50) for every dollar ($ 1.00) of Eligibledstment used in the nev Income Tax Returr
rental housing construction or substantial rehabilitation of housing units for rent to low 2017
projects for low or  moderate income families. Schedule B Part I\
moderate income Line 5
families (Act 140
2001)
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB89 Individual Tax Purchases: Others Select the oval corresponding to the act (or acts) under which you acq Instrudions Booklet Individual Income Tax Return 201
the tax credit. Enter in the space provided the amount of the tax cr -Individual Income (Form 482.0) Schedule B Part IV L
available for the taxable year. Tax Return 2017 8
The limitation related to the credits subject to moratorium will be applice Schedule B Part I\
to the total credits subject to moratorium included on line 9 of Part Il of Line 8

Schedule, and not to each credit included in this part.

Not subject to
Moraratorium

TEB90 Individual Tax Credit for investment The amount of credit for tourism investment. Every investor may clai Art. 5(f)A¢ 781993 Individual Income Tax Return 201
in Tourism credit for tourism investment equal to 50% of its eligible investment.  Art. 14 Act 225 (Form 482.0) Schedule B Part Il Li
Development (Act 78 credit may be claimed in two it@lments: the first half in the year in whic 1995|Instructions 12 & Schedule B Part IV Line 1C

1993) or Farming (Ac! the financing for the total construction of the tourism project was obtair Booklet- Individual

2251995), , including and the balance of the credit, in the following years. To claim this credil Income Tax Returr

purchases. must include with your return Schedules Q and QY daimpleted. You mus 2017
submit with the return copy of the notification by sworn statement issuec Schedule B Part Il
said agency, where the distribution of the credit is informed. You must Line 12

include copy of the Certification issued by the pertinent agencies.

TEB91 Individual Tax Credit for: (23) The tax withheld on dividends from Industrial Development income unde Section 4(a) of Act: Individual Income Tax Return 2011
Section 4(a) of Act 8 No. 8 of January 24, 1987 (Act 8 of 1987) and/or 30% of your propori  of 1987 and/or (Form 4820) Schedule B Part Il Lin
of 1987 and/or (24) share in the fixedax rate on Industrial Development income paid by 1 (24) Section 3(b) o 13
Section 3(b) of Act exempt business under Act 1:3997. Act 135
1351997 You must select the oval that identifies the act or acts under which = 1997 }Instructions

investment was made, and with respect to dividends under Act 8 of 1 Booklet- Individual
provide the requiré information of Box 9, Form 480.6B with the return.  Income Tax Returr
2017
Schedule B Part Il
Line 13

110



111 PUERTO RI@®X EXPENDITURE REPORT FOR TAX Y

TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB92 Individual Tax Credit for investment (b) Amount of the credit- Section 7.3 Act 27 Individual Income Tax Return 201!
in film industry (1) In the case of Film Projects, the credit granted in Article 7.3 (a) w 2011 | Instructions (Form 482.0) Schedule B Part Il Li
development (Act 27 equal to: Booklet- Individual 14 & Schedule Bart IV Line 11
2011), including  (A) Forty percent (40%) of the amounts certified by the Auditor as disbt Income Tax Returr
purchases. in relation to Production Expenses of Puerto Rico, not including payn 2017
made to NorResident Talent; and Schedule B Part Il
(B) twenty percent (20%) of the amounts certified by the Aardits disbursec Line 14

in relation to Production Expenses of Puerto Rico that consist of paymel
NontResident Talent. The credits generated by Production Expenses of F
Rico consisting of payments to N&esident Talent will not be subject to tt
limitations imposed in Article 7.3 (b) (3).

(2) In the case of Infrastructure Projects, the credit granted in Article 7.
shall be equivalent to twentfive percent (25%) of the amounts certified

the Auditor as disbursed in relation to the development arat expansion
of the Infrastructure Project in question.

TEB93 Individual Tax Credit for the The amount of credit to claim for the purchase or transmission of televi PR Internal Individual Income Tax Return 2011
purchase or programming made in Puerfico. Every investor may claim up to 15% of =~ Revenue Code  (Form 482.0) Schedule B Part Il Li
transmission of expenses paid by the television channel in the taxable year in which the « Section 1051.14 (b 15
television is claimed. |Instructions
programming made in Booklet- Individual
Puerto Rico (Section Income Tax Returr
1051.14) 2017
Schedule FRart Il
Line 15
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Full Description

Legal Citation

Data Source for Tax
Expenditure Estimates

TEB ID Tax Tax Expenditure
Regime
TEB94 Individual Tax Credit for

contribution to
F2NXSN 32
foundations

The amount of credit to be claimed for contributions to former govern
foundations equivalent to 100% of the amount contributed during
taxable year to former governors foundations for operating expenses
those expenses related to the purposes for which they were created ar
those charitable contributions to a Deptmiy of Files and Relics of Form
Governors and Former First Ladies of Puerto Rico constituted according
provisions of Act 29Q000 by itself or as a whole with public or private Hig
Education entities, to pay the construction, operation and racessary
expenses for the true fulfillment of the purposes of Act 29M0 and Act 302
2012. The tax credits to be granted cannot exceed $1,000,000 in aggrt
for any tax year.

Art. 2(a) Act 302
2012 PR Internal
Revenue Code
Section 1051.10
|Instructions
Booklet- Individual
Income Tax Returr
2017
Schedule B Part Il
Line 16

Individual Income Tax Return 2011
(Form 482.0) Schedule B Part Il Li
16

TEB95 Individual Tax Credit for payment of
Memebership
Certificates by
Ordinary and
Extraordinary
Member of
EmployeesOwned
Special Corporations

Any person to whom a certificate of membership is issued as ordina
extraordinary member of an EmployeesOwned Special Corporatio
entitled to a credit of 25% of the total amount paid feaid certificate up tc
a maximum of $1,000. The credit should be claimed against the incomr
determined for the year in which the payments to acquire the certificate
made, whether totally paid or paid in installments in one or more tax:
years, asapplicable. The credit granted shall not be applicable against
alternate basic tax for individuals.If the amount of credit allowed exceed:
determined income tax for the taxable year, the excess may be ca
forward during the next two taxable pes. Refer to Section 1113.14 of tl
Code for qualifications and requirements to benefit from this credit.

PR Internal
Revenue Code
Section 1013.14 (a
|Instructions
Booklet- Individual
Income Tax Returr
2017
Schedule B Part Il
Line 17

Individual Incoméax Return 2016
(Form 482.0) Schedule B Part Il Li
17
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB96 Individual Credit to investors  The amount of credit for investment in an exempt business that is in Art. 2(a) Act 109 Individual Income Tax Return 201!
Tax who acquire an process of closing its operations Ruerto Rico. Every investor can clain  2001}Instructions (Form 482.0) Schedule B Part Il Li
exempt business that credit for industrial investment equal to 50% of its eligible investment.  Booklet- Individual 18 & Schedule B Part IV Line 12
is in the process of Income Tax Returr
closing its operations 2017
in PR (Act 109 Schedule B Part Il
including purchases. Line 18
TEB97 Individual Tax Credit for (a) Amount of the CreditAmount of Credit- A credit will be granted again: PR Internal Individual Income Tax Return 201!
contributions to: (33) the contribution imposed by this Subtitle for the donations generatec  Revenue Code  (Form 482.0) Schedule B Part Il Li
{Fydal /I { managed as a result of the effort of the Patronage of the Santa CatalinaF  Section 1051.06 19

Palace Patronage or the Patronage of the State Capitol of the Legislative Assembly. The ar
and/or (34) Patronage of this credit will be one hundred percent (100%) of the amount don:
of the State Capitol of during the taxable year. (b) This credit will be in lieu of the deductior

the Legislative donations granted by Sectiat033.15 (a) (3). The amount of credit that c
Assembly] not be claimed in the taxable year in which the donation is made ma
carried forward to thefollowing taxable years until it is fully used. (c) The
credits to be granted may not exceed two million fivendred thousand
dollars ($ 2,500,000) in the aggregate, for any taxable year. (d) Verifice
Any individual, corporation or partnership that claims the credit hel
provided shall attach with their income tax return a certification issued by
Patranage of the Palace of Santa Catalina showing that the donation
made and accepted.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB98 Individual Tax ~ Other credits not ~ The amount of other tax credits not subject to moratorium not included PR Internal Individual Income Tax Return 201!
included on the the preceding lines. Revenue Code  (Form 482.0) Schedule B Part Il Li
preceding lines Act No. 362 of December 24, 1999, as amended, Section 1051.08 (d 23
Sections 5 and 6 of Act No. 73 of May 28, 2008 and |Instructions
Section 408.10 Credit for Purchases of Products Manufactured in Pu Booklet- Individual
Rico, Income Tax Returr
Section 1051.07 Credit for the Increase in Purchases of Puerto Rico 2017
Products, Schedule B Part I
Section 1052.03 Tax Credits Program for the Acquisition of N Line 23
Constructed Dwellings, and
Section 103.04 Tax Credit Program for the Acquisition of Existing Dwell
TEB99 Individual Tax Credits carried from The total amount of carry forward credits determined on line 29, Part Instrudions Booklet Individual Income Tax Return 201
previous years Schedule B Individual of the income tax metdiled for the previous year the - Individual Income (Form 482.0) Schedule B Part Il Li
are not subject to moratorium under Sections 1051.11 and 1051.12 o Tax Return 2017 24
Code. The taxpayer must include with the return a breakdown including¢ Schedule B Part Il
taxable year in which the credit is available to be used, the amountediitc Line 24
generated per taxable year, the amount of carry forward credit per tax
year used in previous taxable years, the taxable year in which any bala
such credit was claimed, and the balance of credit available for the cu
taxable year.
TEB100 Individual Tax Credit for investment The amount otredit to be claimed for industrial investment under Sectio Section 6(b) Act 73 Individual Income Tax Return 201

Act 732008, including
purchases.

of Act 732008. This amount must be equal to 50% of the eligible investr
to be claimed in two or more installments: the first half in the year in wt
the eligible investment is completecdhd the balance in the subsequent yea

2008 (Form 482.0) Schedule B Part Il Li
20 & Schedule B Part IV Line 1E
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB101 Individual Tax Credit for investment (1) Any exempt business that holds a decree granted under this Act may Art. 2.11(c ) Act 83 Individual Income Tax Return 201

Act 832010(Green a credit for investment in research and development equal to fifty perc 2010 | Instructions (Form 482.0) Schedule B Part Il Li
Energy)including  (50%) of the special eligible investment made in Puerto Rico, aftel Booklet- Individual 21 & & Schedule B Part IV Line 1
purchases. effectiveness of this Act by said exempt business or by any affiliated e Income Tax Returr

thereof. This credit may be applied against the tax on your IEV provid 2017

section (a) of Article 2.9 of this Law. Schedule B Part Il

(3) Credit Utilization The tax credit granted by this section may bkega in Line 2

two (2) or more installments: up to fifty percent (50%) of said credit ma

taken in the year in which the eligible investment is made and the balan

said credit in subsequent years until exhausted. This credit will not gen:

arefund. | Tke amount of credit to be claimed for investment in research

development of green energy sources under Act2830, better known a:

the Puerto Rico Green Energy Incentives Act. This amount must equal ¢

the special eligible investment and will beaiched in two or more

installments: the first half in the year in which the eligible investment is rr

and the balance in the subsequent years.

TEB102 Individual Tax Purchase: Economic (1) Any exempt business that holds a decgesnted under this Act or unde Section5(c) Act 73  Individual Income Tax Return 201
Incentives (Research prior incentive laws may claim an investment credit equal to fifty perc 2008 | Instructions (Form 482.0) Schedule B Part IV L
and Development) (50%) of the special eligible investment made in Puerto Rico after Booklet- Individual 13
(Act 732008) approval of this Law for said exempt business or for any affiliated e Income Tax Returr
thereof. Any special eligible investment made prior to the filing date of 2017
income tax return, as provided by the Internal Revenue Code of Puerto Schedule B Part I\
including any extension granted by the Secretary of the Treasury for the Linel3

thereof, shall qualify fothe tax credit of this paragraph in the taxable ye
for which the aforementioned tax return is being filed. Said credit ma
applied, at the option of the exempted business, against the indus
development income tax provided in subsection (a)ext®n 3 of this Act o
the income tax applicable under the previous incentive law under whi
was granted, the decree to the exempt business and / or against
operational costs of the exempt business related to electricity, water
sewage.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB103 Individual Tax Purchase: Economic (1) Any exempt business that holds a decree granted under this Act or | Section 5(g) Act 73 Individual Income Tax Return 201
Incentives (Strategic previous laws may claim an investment credit equal to fifty percent (509 2008 | Instructions (Form 482.0) Schedule B Part IV L
Projects) (Act 73 the eligible investment in strategic projects made in Puerto Rico after Booklet- Individual 14
2008) approval of this Law by the exempt business or by any affiliated entity o Income Tax Returr
exempt business. Any eligible investment made prior to the date to file 2017
income tax return, as provided by the Internal Revenue Code of Puerto Schedule B Part I\
including any extension gréad by the Secretary of the Treasury to renc Linel4

the same, will qualify for the tax credit of this Section in the taxable yea
which the aforementioned form is being filed. Said credit may be applie
the option of the exempted business, against th&efl industrial
development income tax provided in paragraph (a) of Section 3 of this A
the income tax applicable under the previous incentive law under whict
decree was granted to the exempt business, and / or against the oper
costs of theexempt business related to electricity, water or sewerage.

TEB104 Individual Tax ~ PurchaseOther Select the oval corresponding to the act (or acts) under which you acq Instructions Booklet Individual Income Tax Return 2011
the tax credit. Enter in the space provided the amount of the tax cr - Individual Income (Form 482.0) Schedule B Part IV L
available for the taxable year. Tax Return 2017 17
The limitation related to the credits bject to moratorium will be applicabl Schedule B Part I\
to the total credits subject to moratorium included on line 9 of Part Il of Linel7

Schedule, and not to each credit included in this part.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates

REGULAR

CORPORATE

Deduction

TEB- 105 Coporate Tax  Exempt amount  The first $500,000 of gross income generated by a new business create Sec. 3 of Act 135, Corporate Income Tax Return 201
under Act 1352014 young entrepreneur whose age ranges between 16 and 35 years. Suc 2014 (Form 480.2)
(Young Entrepreneurs business should have granted a Special Agreement for the Creation of - Part | Line 28
Act) Businesses (Agreement) with the PioeRico Trade and Export Company
order to enjoy the exemption during the first 3 years beginning on the
on which the Agreement is signed. In order to claim this exemption, coj
the Agreement must be included with the income tax return. Tleisdiit is
limited to one new business for every young entrepreneur and cannot be
from any other economic or fiscal incentive provided by any act to pror
a commercial, industrial o touristic operation in Puerto Rico. Any amou
excess of $500,@will pay taxes at the ordinary rates. For purposes
determining the first $500,000 of gross income generated by the
business, add the gross income of a controlled group of corporations ¢
group of related entities according to Sections 1010.0d 4010.05 of the
Code, respectively.
TEB- 106 Coporate Tax Special Agreement foi Nevertheless, a corporation that has granted an Agreement for the Cre Sec. 2.2 (b) of Act Corporate Income Tax Return 201
the Creation of and Retention of Employments and constitutes an Eligible New Smal 120, 2014 (Form 480.2)
Employments and Medium Business under the provisions of Act 2204, will be subject to i Part IV Line 38

constitutes a New 5% normatax during the first operating year. For the second taxable
Business under the following the year in which the Agreement is signed, the tax rate will be
provisions of Act 1  and for the third taxable year it will be 15%.

2013
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 107 Coporate Tax Charitable (a) In the case of a corporation (1) contributions or gifts payment of whi PR Internal Corporate hcome Tax Return 201€
contributions made within the tax year to or for use by: (A) the Government of Puerto|  Revenue Code (Form 480.2)
the UnitedStates, any state, territory, or any political subdivision thereof, Section 1033.10 Part VI Line 49

District of Columbia, or any U.S. possession, for exclusively public pur|
or (B) an entity described in Section 1101.01(a)(1) and (2) create
organized in Puerto Rico, the Usit States or any of its possessions or .
state or territory, organized and operating exclusively for the purpc
described therein, but in the case of contributions or donations to a tr
common fund, fund or foundation, only if such contributionslonations are
for use in Puerto Rico, the United States or any of its possessions exclt
for such purposes, provided that no part of its net earnings inures to
benefit of any shareholder or individual in particular. For the disallowanc
certain charitable or other deductions otherwise allowable under t
paragraph, see Sections 1083.02(e) and 1102.06; or (C) veteran pc
organizations, or supporting units of or trusts or foundations for any such
or organization, if such posts, orgartinas, units, trusts or foundations ar
organized in Puerto Rico, the United States or any possession tht
provided that no part of its net earnings inures to the benefit any sharehc
or individual in particular, or (D) other entities enumeratedsubparagraph
(C) of paragraph (3) of subsection (a) of Section 1033.15, up to an amou
exceeding ten (10) percent of the net income of the taxpayer, comp
without the benefit of this subsection.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 108 Coporate Tax Deduction under Act In case of taxpayers that, pursuant to Act 1BBl4, as amended, ar Sec. 5 (d) of Act Corporate Income Tax Return 201
185H n MmN O & 1 considered as accredited investors, will be able to claim a deduction for 185,2014 (Form 480.2)
Equity Funds Act") initial investment in a private equity fund (PEF) or in a private equity - Part VI Line 50

Puerto Rico (PEPR). For thee purposes, a corporation will be considered
accredited investor if at the moment of the initial investment in a PEF
PEFPR is: 1) a bank, insurance company, registered investment com
business development company, investment company in semérprises,
International Banking Entity ("IBE") or International Financial Entity ("IFt
will be understood that the IBE and the IFE may be Accredited Inve
irrespectively of what is established by the International Banking Ce
Regulatory Actand the International Financial Center Regulatory
respectively; 2) a nonprofit organization, corporation or association
assets in excess of five million dollars ($5,000,000); and 3) a business ir
all capital owners are accredited investors

Deferrals
TER109 Coporate Tax Current Depreciation (a) The following deductions shall be allowed in the computation of PR Internal Corporate Income Tax Return 201
income:(7) Depreciation and amortization, not claimed as a deductionin ~ Revenue Code (Form 480.2) Schedule E Corporati
determination of adjusted gross income, as provided in Section 1033.07 Section 1031.04 (7, Lire a
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
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TER110 Coporate Tax Flexible Depreciation (a) Flexible Depreciation Deductie(il) General rule.In the case of flexibl PR Internal Corporate Income Tax Return 201
depreciable property with respect to which the option provided in subsec  Revene Code  (Form 480.2) Schedule E Corporati
(b) is effective for the tax year,taxpayer, in computing his net income f Section 1040.11 (a Line b
said tax year, may deduct the whole or any part, or no part, of the fle:
adjusted basis of said property, except that the amount of the deduc
under this subsection shall not exceed the net benefit (deteadiwithout
taking into consideration the deduction provided herein, but after taking i
consideration the deduction provided in Section 1033.07) of the busine
commercial activity in which the flexibly depreciable property is used.

TER111 Coporate Tax Accelerated (a) Election to use Accelerated Depreciation Cost Recovery Methpd@he PR Internal Corporate Income Tax Return 201

Depreciation election to use theaccelerated depreciation method shall be made with1  Revenue Code (Form 480.2) Schedule E Corp@ma

return corresponding to the first tax year in which the deduction is clain Section 1040.12 (a; Linec
in the form and manner established by regulation. The election to use
accelerated depreciation method may be exercigmdy with respect to
property to has been acquired by "purchase" (as defined in Section 103
during tax years beginning after June 30, 1995.

TER112 Coporate Tax  Amortization (i.e.  (a) The following deductions shall be allowed in the computation of PR Internal Corporate Income Tax Return 201

Goodwill) income:(7) Depreciation and amortization, not claimed as a deduction ir  Revenue Code (Form 480.2) Schedule E Corporati

determination of adjusted grosacome, as provided in Section 1033.07. Section 1031.04 (7, Line d

TER113 Coporate Tax Automobiles (a) The following deductions shall be allowed in twmputation of net PR Internal Corporate Income Tax Return 201
income:(7) Depreciation and amortization, not claimed as a deductionir  Revenue Code (Form 48.2) Schedule E Corporatic
determination of adjusted gross income, as provided in Section 1033.07 Section 1031.04 (7, Line e
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Tax Expenditure Full Description

TER114

Preferential
Tax Rate

Coporate Tax

Vehicles under
financial lease

(&) The following deductions shall be allowed in the computation of
income:(7) Depreciation and amortization, not claimed as
deduction in the determination of adjusted gross income,
provided in Section 1033.07.

TEB- 115

Coporate Tax Netlong-term capital

gain

(a) If for any tax year the net lofigrm capital gain of any corporatio
exceeds the net shotterm capital loss, there shall be levied, collected ¢
paid, in lieu of the tax levied by Sections 1022.01, 1022.02.684.03, a ta»
determined as follows, but only if said tax is less than the tax levied by
sections:

(1) a partial tax shall first be computed on net income not including
amount of the excess net capital gain, at the rates and in the mannertas
section did not exist.

(2) an amount equal to fifteen (15) percent of said excess for transac
carried out before July 1, 2014, or an amount equal to twenty (20) perce
said excess for transactions carried out after June 30, 2014, shall th
determined.

(3) the total tax shall be the partial tax computed under paragraph (1),
the amount computed under paragraph (2).

TEB- 116

Coporate Tax

Interest subject to
preferential rates

(a) Tax Rate

(1) Special tax rate. For tax years beginning before January 1, 201
individual, estate, corporation, partnership or trust may elect to pay, in
of any other taXevied by this Subtitle, a tax equal to ten (10) percent of
total amount of norexempt eligible interest that is paid or credited on bon
promissory notes, or other obligations issued by a corporation or partnei
described in paragraph (1) of sasion (b), or on mortgages on resident
property located in Puerto Rico described in paragraph (2) of said subse

Legal Citation Data Source for Tax
Expenditure Estimates
PR Internal Corporate Income Tax Return 201
Revenue Code (Form 480.2) Schedule E Corporati
Section 1031.04 (7, Line f
PR Internal Corporate Income Tax Return 201
Revenue Code (Form 480.2) Schedule D1
Section 1023.03 Corporation
Line 2a
PR Internal Corporate Income Tax Return 201
Revenue Code (Form 480.2) Schedule D1
Section 1023.05 (a Corporation
Line 2b
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB 117 Coporate Tax Distributable share on (6) Eligible distribution of dividends and shares of partnership profitgshe PR Internal Corporate Income %aReturn 2016
net income subject to case of a person eligible under Secti®R3.06, the eligible distribution ¢ Revenue Code (Form 480.2) Schedule D1
preferential rates  dividends or shares in partnership profits received, subject to the payme Section 1032.01 Corporation
from partnerships and the tax levied by said section. Nothing in the provisions of this parag (a)(6) and Section Line 2c
special partnerships affects the tax levied by said Section 1023.06 on such disiits) in any 1023.06 (b)
way.

(b) Special Tax.The special contribution provided in subsection (a) of
section shall be ten (10) percent of the total amount received by any eli
person from any eligible distribution made by a corporation prior to Jul
2014, and shall be fifteen (15) percent of the total amount received by
eligible person from any eligible distribution made by a corporation after .

30, 2014
TEB 118 Coporate Tax Net income subject to The net income subject to the 4% tax rate, generated by an internati Puerto Rico Corporate Income Tax Return 201
the 4% tax rate from financial entity that operates as a banking unit, as reported on line 20, | Insurance Code (Form 480.2) Schedule D1
the operations of an of the return. Article 61.240 Corporation
international financial International Line 2d
entity that operates Financial Center
as a banking unit Regulatory , Act

2732012
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 119 Coporate Tax Other income subject (7) Compensation paid by sports team international association: PR Internal Corporate Income Tax Return 201
to preferential rates federations: The compensation received or earned by any resident Revenue Code (Form 480.2) Schedule D1
nonresident individual from a member team of aassociation or Section 1032.01 (a Corporation
international federation, associations or affiliate entities thereof, attributa @) Line 2e

to personal services rendered in Puerto Rico in connection with the ho
of games of said association or federation in Puerto Rico, subject tc
twenty (20) percent tax levied by Section 1023.07. Nothing in the provis
of this paragraph affects the tax levied by said Section 1023.07 on
income, in any way. This paragraph applies to member teams of the follc
international associations or federatis: (8) Special tax on variable annuit
in separate accountslncome subject to the special tax on variable annui
under Section 1023.08.

Exclusions
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 120 Coporate Tax Plantation insurance The amounts received under any plantation insurance, excluding PR Internal Corporate Income Tax Return 201
insurance as a result of losses incurred by the insured. Revenue Code (Form 480.2) Schedule IE
Section 1031.01 (b Corporation
(8) Part | Line 1
TEB- 121 Coporate Tax Income derived from (10) Income derived from the forgiveness of debts PR Internal Corporate Income Tax Return 201
discharge of debts (A) Exclusion Income derived from the forgiveness of debts, in whole or  Revenue Code (Form
shall not be subject to the income tax under this Subtitle if said forgivene Section 1031.01 (b 480.2) Schedule IE Corporation
by reason of any of the following cases: (20) Part | Line 2

(i) The forgiveness is the filing of a bankruptcy petition in an action unde
provisions of Title 11 of the United States Code and said forgivene
approved by a court with jurisdiction to hear such petition.

(ii) The forgiveness occurs when the taygais insolvent, in which case tt
amount excluded under this subparagraph shall not exceed the amou
which the taxpayer is insolvent. For purposes of this subparagraph: (I
term "insolvent” means the excess of debts over the fair market valu
assets, and (Il) debtor insolvency shall be determined based on the asse
debts of the taxpayer immediately before the forgiveness.

(iii) The forgiven debt is a student loan and the forgiveness is in accor(
with a provision of said loan allowitige forgiveness, in whole or part, if tr
taxpayer works for a determined period of time in certain professions o
determined employers (other than the lender). (iv) Forgiven debt is
product of a reorganization of a mortgage loan secured by théJaxé ¢
jdz- f ATASR NBaARSYyOSod ¢KS GSNY al
provided in Section 1033.15(a)(1)(D), except that, for purposes of this cl
the residence must be located in Puerto Rico. For purposes of this subse
(I) The origial mortgage loan debt cannot exceed one million (1,000,(
dollars.
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TEB- 122

Exemptions

Coporate Tax

Other exclusions

(b) Exclusions from Gross IncorThe following items shall be excluded frc
the definition of gross income:

(1) Life insurance.

(2) Donations, gifts, legacies and inheritances.

(3) Compensation for injury or illness.

(4) Death benefits rexived by heirs or beneficiaries of members of cert
retirement systems.

(5) Scholarships.

(6) Literary, journalistic, scientific and artistic prizes, and prizes for indus
agricultural, or professional development.

(7) Federal social security fold-age and survivors.

(9) Basic subsidies to foster homes.

(11) The compensation or indemnities received by an employee by reas
severance, without it being necessary to determine just cause, up
maximum amount equal to the indemnity that themployee could receiv:
under Act No. 80 of May 30, 1976, as amended.

(12) Sales and Use Tax Inspection Plan prizes.

(13) Any amount distributed by an Eligible Variable Annuity Contract on v
an election was made and for which the tax was paid under Se
1023.10(a) of this Act or Section 1012C of the Puerto Rico Internal Re
Code of 1994, as amended.

(14) Inteest on mortgages on residential property located in Puerto |
granted after January 1, 2014 (including mortgages that are newly buil
have been granted contemporarily with the first transmission of
mortgaged property to a new owner), and insuredguaranteed under the
provisions of the National Housing Act "National Housing Act", adopted ¢
June 1934, as amended, or under the provisions of the Act Resettin
Service Members 1944 "Servicemen's Readjustment Act of 1944
amended.

PR Internal
Revenue Code
Section 1031.01
(), (2), (3), (4),
(5), (6), (7), (9),
(11), (12), (13), (14

Corporate Income Tax Return 201
(Form 480.2) Schedule IE
Corporation
Part | Line 4
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
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TEB123 Coporate Tax Obligations from the (a) The following items of income shall be exempt from tax under PR Internal Corporate Income Tax Return 201
United States Subtitle: Revenue Code (Form 480.2) Schedule IE
Government, any of (3) Taxexempt interest: Interest on: Section 1031.02 Corporation
its states, territories (A) the obligations of the United States, any U.Stesta territory, or any @AB)A) Part Il Line 1A
or political political subdivision thereof and the District of Columbia;
subdivisions
TEB124 Coporate Tax Obligations from the (a) The following items of income shall be exempt from tax under PR Internal Corporate Income Tax Return 201
Commonwealth of  Subtitle: Revenue Code (Form 480.2) Schedule IE
Puerto Rico (3) Taxexempt interest: Interest on: Section 1031.02 Corporation
(B) the obligations of the Government of Puerto Rico or any of (@)(3)(B) Part Il Line 1B
instrumentalities ompolitical subdivisions;
TEB125 Coporate Tax  Securities under  (C) securities issuaander the provisions of the Federal Farm Loans Ac PR Internal Corporate Income Tax Return 201
Agricultural Loans Act 1971, or by virtue of the provisions of said Act as it may be amer Revenue Code (Form 480.2) Schedule IE
including obligations issued by any subsidiary of the Farm Credit Bar Section 1031.02 (a Corporation
Baltimore directly or indirectly engaged in financin@re to farms anc 3) (©) Part liLine 1C

farmers in Puerto Rico with said funds, including loans to rural resider
finance rural housing, loans to cooperatives owned and controlled by far
and engaged in marketing or distributing farm produce, the purchas
materials, orthe provision of services to farm businesses and the acquis
of loans or discounts of notes previously granted;
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB126 Coporate Tax Certain Mortgages The interest income received from any of the following mortgages: sec PR Internal Corporate Income Tax Return 201
by the National Housing Act of 1934, as amended, that has been issu  Revenue Code (Form 480.2) Schedule IE
later than February 15, 1973 and possessed by residentsi@tdRico on Section 1031.02 (a Corporation
May 5, 1973 and issued within the 180 days following February 15, 19 (3) (D) (E) (F) (G) (I Part Il Line 1D

be acquired by a resident of Puerto Rico; on residential property locat
Puerto Rico issued after June 30, 1983 and before August 1, 1997 sect
the National Hdza Ay 3 ! Ol 2F wmdon 2N GKS
1944, as amended; on new residential property located in Puerto Rico it
after July 31, 1997 and before January 1, 2014 and secured by the Ne¢
| 2dzaAy3a 1 Ol 27F wmdon theht Actifa944. Sadiios
granted after January 1, 2014, see instructions for Part I, line 4 of
Schedule; originated to provide permanent financing for the constructio
acquisition of social interest housing; and secured under the Bankbeags
Farm Tenant Act of 1937, as amended.

TEB127 Coporate Tax Obligations secured ¢ KS Ay (iSNXad AyO02YS NBOSAOGSR TN PR Internal Corporate Income Tax Return 201
or guaranteed under Readjustment Act of 1944 that were issued no later than February 15, Revenue Code (Form 480.2) Schedule IE
G KS { SNIJIA and possessed by residents of Puerto Rico on Ba973 and issued withi Section 1031.02 (a Corporation
Readjustment Act of the 180 days following February 15, 1973 to be acquired by a reside 3 Part Il Line 1E
1944 Puerto Rico.
TEB128 Coporate Tax Securities issued by (J) securities issued by cooperative associations organized and ops PR Internal Corpaate Income Tax Return 201¢
cooperative under the provisions of Act No. 239 8eptemberl, 2004, known as thi  Revenue Code (Form 480.2) Schedule IE
associations up to  General CooperativAssociation Act of 2004, or under the provisions of Section 1031.02 (a Corporation
$5,000 No. 225 of October 28, 2002, known as the Cooperative Savings and (©)J0)] Part Il Line 1F

Union Act of 2002, up to a maximum of five thousand (5,000) dollars
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TEB129 Coporate Tax Obligations issued by (L)obligations issued by (i) the Conservation Trust of Puerto Rico, as cr PR Internal Corporate Income Tax Return 201
the Conservation, and operated under Deed No. 5 of January 23, 1970, granted before N Revenue Code (Form 480.2%chedule IE
Housing and Human Public Luis F. Sanchez Vilella; (ii) Housing and Human Development T Section 1031.02 (a Corporation
Development Trust, Puerto Rico, as created and opted under Deed No. 135 of May 15, 20( 3) (L) Part Il Line 1G
the San Juan granted before Notary José Orlando Mercado Gelys; aidhe Board of
a 2 y dzy Sy i Monuments in San Juan, as long as it obtains and maintains an exen
Patronage and SER ¢ under Section 1101.01 of the Code, and whose purpose is to raiss fan
Puerto Rico the restoration and maintenance of the Iglesia San Jose in Old San Ju
Education and Rehabilitation Society of Puerto Rico (SER de Puerto
provided that it obtains and maintains an exemption under Section 110
of the Code. The exclusi from gross income and exemption from taxati
of the interest generated by the obligations specified in this subsectio
will not be affected by the fact that the source of funds for the paymen
these interests arise directly or indirectly fromhetr obligations or financie
instruments that do not benefit from tax treatment similar to the obligatic
referred to in this subsection (L).

TEB130 Coporate Tax Loans granted by a The income received from interests on loans issued by a commercial be PR Internal Corporate Income Tax Return 201
commercial bank to any banking ofinancial organism established in Puerto Rico to an empley = Revenue Code (Form 480.2) Schedule IE
an employee owned owned special corporation, which proceeds are used by such sy Section 1031.02 (a Corporation
special corporation corporation for one of the following purposes: finance the acquisiti 3) (M) Part I Line 1H

for certain purposes

development, construction, expansion, rehabilitationimprovement of real
property located in Puerto Rico to be used for commercial purposes b
special corporation, provided that the loan does not exceed the cost o
property or the improvements to be made on it; finance the acquisitiot
machinery o other tangible personal property to be used for commer:
purposes by the special corporation in its business operations in Puerto
provided that the loan does not exceed the purchase price of such prog
or finance the acquisition of capitalogtks in a corporation that is treated ft
Puerto Rico income tax purposes as a purchase of the assets o
corporation.
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TEB131 Coporate Tax Loans granted by a The income received from interests on loans issued by a commercial be PR Internal Corporate Income Tax Return 201
commercial bank in any banking or financial organism established in Puerto Rico to a persc  Revenue Code (Form 480.2) Schedule IE
Puerto Rico for the acquisition and payment of membership certificates as an ordir Section 1031.02 (a Corporation
acquisition and extraordinary or corporate memligas applicable, in an employeewned 3) (N) Part Il Line 11
payment of special corporation.
membership
certificates in an
employee owned
special corporation
TEB132 Coporate Tax Loans granted by a The income received from interests on loans issued by a commercial be PR Internal Corporate Income Tax Return 201
commercial bank in any banking or financial organism established in PuRitm to a person fo  Revenue Code (Form 480.2) Schedule IE
Puerto Rico for the the purchase or investment in itself and for itself of preferred shares o Section 1031.02 (a Corporation
purchase or employeesowned special corporation. (3) (O) Part Il Line 1J
investment in
preferred stocks of an
employees owned
special corporation
TEB133 Coporate Tax Loans for the The income received from interests on loans of up to $250,000 in PR Internal Corporate Income Tax Return 201
establishment or  aggregate per exempt business granted to small and medium busines:  Revenue Code (Form 480.2) Schedule IE
expansionofsmall GKFd GSNY A& RSTAYSR Ay ! OO 1 owH. Section1031.02(a Corporation
and medium GKS 5S8S@St2LIVSy (i 2 Tts eseaflisiiieht owekparssiol (3) (P) Part Il Line 1K
businesses upto provided that the loan meets the requirements of the act known as
$250,000 Community Reinvestment Act of 1977, Pub Lawl28, 91 Stat. 1147, ¢

amended, and the requirements established by the Commissione
Financial Institutios by regulations.
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TEB134 Coporate Tax Loans for the The income received from interests on loans of up to $250,000 in PR Internal Corporate Income Tax Return 201
capitalization of small aggregate per exempt business granted to shareholders of extc Revenue Code (Form 480.2) Schedule IE
and medium businesses to be used in the initial capitalization or a subsequent ci Section 1031.02 (a Corporation
businesses upto  requirement of a small or medium busiss which enjoys tax exemption, ?3) (Q) Part Il Line 1L
$250,000 such term is defined in Section 2(i) of ActZt®8, known as the Econom
Incentives for the Development of Puerto Rico Act.
TEB135 Coporate Tax Other interest The amount of other interests reported in Box 11 of Form 480.6D. St PR Internal Corporate Income Tax Return 201
reported in Form  Form 480.6D. Revenue Code (Form 480.2) Schedule IE
480.6D Section 1031.02 (a Corporation
(3)|Instructions Part Il Line 1M
Booklet Income Ta:
Return 2017 of
Taxable
Corporations
Schedule IE
Corporation
Part Il Line 1M
TEB136 Coporate Tax Other interest not  The amount of other interests not reported in a Form 480.6D. Submit PR Internal Corporate Income Tax Return 201

reported in Form
480.6D

your return a schedule showing a breakdown of such interests.

Revenue Code
Section 1031.02 (a
(3) |Instructions
Booklet Income Ta
Return 2017 of
Taxable
Caporations
Schedule IE
Corporation
Part Il Line 1IN

(Form 480.2) Schedule IE
Corporation
Part Il Line 1N
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TEB137 Coporate Tax Industrial The dividends received by corporations distributed from indus' Instructions Booklei Corporate Income Tax Retu2@16
development income development income generated from interests on: obligations of Income Tax Returr (Form 480.2) Schedule IE
derived from certain Government of Puerto Rico or any of its instrumentalities or polil 2017 of Taxable Corporation

interests subdivisions; mortgages insured by the Puerto RKousing Financ Corporations Part Il Line 2A
Authority acquired after March 31, 1977; or loans or other securities w Schedule IE
are guaranteed by a mortgage, issued by any pension or retirement sy Corporation
of a general nature established by the Legislative Assembly of Puerto Part Il Line 2A
the municipalites and agencies, instrumentalities and corporations of
Government of Puerto Rico, acquired after March 31, 1977.

TEB138 Coporate Tax Cooperative (C) Cooperative associatiodidend-The income received by residents PR Internal Corporate Income Tax Return 201
associations Puerto Rico from the distribution of dividends made by domestic cooperi  Revenue Code (Form 480.2) Schedule IE

associations. |The income received by means of dividend distributions r Section 1031.02 (a Corporation
by an International Insurer or a Holding Company of thterhational Insurer 4) (C) Part liLine 2B
pursuant to the provisions of Article 61.240 of the Puerto Rico Insur
Code.Include Form 480.6D.

TEB 139 Coporate Tax International Insurer D) Dividends of an International Insurance Company or Internati PR Internal Corporate Income Tax Return 201
or Holding Company Insurance Holding Companyistributions of dividends by an Internation = Revenue Code (Form 480.2) Schedule IE
of the International Insurance Company or International Insurance Holding Company unde Section 1031.02 (a Corporation

Insurer provisions of Article 61.240 of the PueiRico Insurance Code. | The amot (4) (D) Part Il LinC

of other exempt dividends reported in Box 16 of Form 480.6D. Submit |
480.6D.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB140 Coporate Tax  Other dividends Paid dividends that are not included in the other boxes of this form and PR Internal Corporate Income Tax Return 201
reported in a Form are subject to alternate basic tax, as provided in Section 1021.02 of the  Revenue Code (Form 480.2%chedule IE
480.6D The amount of otheexempt dividends reported in Box 16 of Form 480.6/ Section 1031.02 (a Corporation
(4) |Instructions Part Il Line 2D
Booklet Income Ta:
Return 2017 of
Taxable
Corporations
Schedule IE
Corporation
Part Il Line 2D
TEB 141 Coporate Tax Other dividends not The amount of other exempt dividends not reported in a Form 480.6D PR Internal Corporate Income Tax Return 201
reported in a Form Revenue Code (Form 480.2) Schedule IE
480.6D Section 1031.02 (a Corporation
(4) |Instructions Part Il Line 2E
Bookletincome Tax
Return 2017 of
Taxable
Corporations
Schedule IE
Corporation
Part Il Line 2E
TEB 142 Coporate Tax  Recapture of bad  (8) Recovery of bad debts, prior taxes, and surchafigesme attributable PR Internal Corporate Income Tax Return 201
debts, prior taxes, to the recovery during the tax year of a bad debt, prior tax, surcharge  Revenue Code (Form 480.2) Schedule IE
surcharges anather other item, to the extent of the amount of the recovery exclusion with resy Section 1031.02 (a Corporation
items to such debtsurcharge or amount. (8) Part Il Line 3
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB143 Coporate Tax Income from news The income from news agencies or unions or other press services, rec PR Internal Corporate Income Tax Return 201
agencies or unions from journalism or broadcasting companies, for rents or royalties for the ~ Revenue Code (Form 480.2) Schedule IE
or publication or the right to use or publish in Puerto Rico, literary or art Section 1031.02 (a Corporation
property of such ageties or unions. (12) Part Il Line 4
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB144 Coporate Tax Certain income (17) Certain income related to the operation of special empleyeeed PR Internal Corporate Income Tax Return 201
related to the corporations: The following income is exempt from tax: (A) The incom  Revenue Code (Form 480.2) Schedule IE
operation of an special employe@wned corporations that is credited to the collectir Section 1031.D (a) Corporation
employees owned reserve account and to thesial fund. For contributions to the social fund a7 Part 1l Line 5

specialcorporation

qualify for the exclusion herein granted, it shall be necessary that the ber
of the social fund are accessible to all residents of the municipality wher:
special employe®wned corporation has éablished its principal office
except for regular and corporate members of the corporation. In additio
should be demonstrated to the Secretary of the Treasury that the social
is used for the purposes provided in Article 1507 of Act No. 144 giigtd O,
1995, as amended. (B) The portion of notices of credit for productivity
patronage that special employemvned corporations capitalize in th
internal capital accounts of regular and special members and that cann
distributed or paid untithe regular or special member ends all relations w
the special employeewned corporation. Any amount so excluded frc
gross income and later distributed to the member while he remains

relationship with the special corporation shall be subject fgeaalty of ten
(10) percent of the amount distributed and shall be included in gross inc
for that year. The ten (10) percent penalty shall be withheld by the sp
employeeowned corporation and remitted immediately to the Secretary.
Ninety (90) prcent of the income received by a person as rent for real
personal property of any kind, used by a special emplayeeed

corporation in its development, organization, construction, establishmer
operation.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB145 Coporate Tax Income received or (21) Income received or earned with respect to games organize: PR Internal Corporate Income Tax Return 201
earned in relation to international associations or federations. Revenue Code (Form 480.2) Schedule IE
the celebration of Section 1031.02 (a Corporation
sports games Income of any kind received or earned by teams of members of internat (22) Part Il Line 6
organized by associations or federations or
international associations or entitiesffiliated with said teams, and income of any ki
associations or earned by entities contracted by said
federations teams, associations or affiliates to organize and manage the opere
promotion or administration of said
games in Puerto Rico.
TEB 146 Coporate Tax Income derived by the The income derived by the International Insurer or a Holding Company ¢ PR Internal Corporate Income Tax Return 201
International Insurer International Insurer, subject to the provisions of Article 61.240 of the PL  Revenue Code (Form 480.2) Schedule IE
or Holding Company Rico Insurance Code, including the income derived from the liquidatic Section 1031.02 (a Corporation
of the International  dissolution of the opeations in Puerto Rico. (23) Part Il Line 7
Insurer
TEB 147 Coporate Tax Rents from the The amount of income received from the rental of buildings in historic a PR Internal Corporate Income Tax Return 201
Historic Zone as established by the Institute of Puerto Rican Culture or the Planning E  Revenue Code (Form 480.2) &edule IE
Section 1031.02 (a Corporation
(28) Part Il Line 8
TEB 148 Coporate Tax Income from vessels (a) The following items of income shall be exempt from tax under PR Internal Corporate Income Tax Return 201
26y SND& | & Subtitle: Revenue Code (Form 480.2) Schedule IE
and mutual (35) Miscellaneous items. Section 1031.02 Corporation
protection and (D) receipts of vessel owner and mutual protection and indemi (a)(35)(D) Part Il Line 9
indemnity associations
TEB 149 Coporate Tax Income from buildings The income derived from buildings leased to the Government of Puerto PR Internal Corporate Income Tax Return 201

rented to the
Commonwealth of

for public hospitals, convalescence or nursing homes and publicoksgl
exclusively for those buildings that had a lease contract in effect ¢

Puerto Rico for public November 22, 2010.

hospitals or schools,
or health homes

Revenue Code
Section 1031.02

()(33)(F)

(Form 480.2) Schedule IE
Corporation
Part Il Line 10
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB150 Coporate Tax Income derived by the The provisions on the excise tax on acquisitionagenafter December 31 PR Internal Corporate Income Tax Return 201

taxpayer from the 2010, of personal property and

resale of personal services between related persons shall be those provided in Sections
property or services 2102, 2103, 2104, 2105 and 2106 of Act-1204, as amended, known as tl

which acquisition was "Puerto Rico Internal Revenue Code of 1994," effectin the

subject to tax under date of enactment of this Code, except that any reference in such sectic
Section 3070.01 or specific provisions of the Puerto

Section 2101 of the Rico Internal Revenue Code of 1994 (other than subsections (f) and

Internal Revenue  Section 1123 of said Code) shall be

Code of 1994 understood, for purposs of this Code, to refer to the analogous provisior
this Code.

Revenue Code
Section 1031.02
(2)(35)(G)

(Form 480.2) Schedule IE
Corporation
Part Il Line 11

136



137

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB151 Corporate Distributions of 1023.06(j) Transitional Provision§dhe amount of any eligible distributic PR Internal Corporate Income Tax Return 201
Tax Amounts Previously made by a corporation or partnership during Revenue Code (Form 480.2) Schedule IE
Notified as Deemed the period between July 1, 2006 and December 31, 2006, subject to a sy Section 1023.06 (j) Corporation
Eligible Distributions tax rate of five (5) percent of and 1023.25(b) Part Il Line 12

under Sections
1023.06(j) and
1023.25(b)

the total amount received by any eligible person, in lieu of the specia
established under subsection (b),

and not currently distributed to the shareholders partners of said entities
may be maintained in the books

of the corporation or partnership in question, in order to comply with ¢
contractual, commercial or statutory

commitment of said entities, to be taken into account when making any
of distribution by the Board of

Directors of managing partner or directors of said corporations
partnerships, and subject as such to the

discretion thereof, in terms of the source or origin of the monies to
distributed in the future by any such

entities.

1023.25(b) Tax applicable to constructive distributions. Any corporation
within the periods provided in subsection (a) of this section, the authorit
designate, as a constructive distribution, an amount up to the retai
earnings and profits subpe to the special tax provided in subsection (a)
this section, without having to distribute them during the temporary peric
(1) Any corporation that designates an amount as a constructive distribi
and submits the election and payment no later thapril 30, 2015, shall b
entitled to the special tax of five (5) percent.

(2) Any corporation that designates an amount as a constructive distribi
and submits the election and payment after April 30, 2015 and no later
June 30, 2015, shall be eifed to the special tax of eight (8) percent.

(3) Any corporation that designates an amount as a constructive distribi
and submits the election and payment aftéeptember30, 2015 and no late
than December 31, 2015, shall be entitled to the eighp@rent special tax
provided that, it shall not be necessary for the taxpayer to present
distribution described in this paragraph on its income tax return, provi
that the taxpayer pays the tax on the forms provided by the Secretan
these purpaes. The special tax provided in this paragraph shall not apg
taxpayers subject to the provisions of Section 1022.03(b)(2)(B) of this C
(4) Any corporation that designates an amount as a constructive distribi
taxed under Section 1062.13 andbsuits the election and payment durin
the periods set forth in paragraphs (1), (2) and (3) of this subparagrapr
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates

reduce the amount of earnings and profits as established in Section 10
of the Code.
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Full Description

Legal Citation Data Source for Tax
Expenditure Estimates

TEB152

Corporate
Tax

Distributions of
Dividends or Benefits
from Industrial
Development Income
of Exempt Businesse:
and in Liquidation
under Act 732008
and Act 1351997

The distributions of dividends or profits of industrial development incom
exempt businesses or in liquidation under the Economic Incentives fo
Development of Puerto Rico Act (Act-Z808) and the Tax Incentives Act
1998 (At 1351997). For the treatment of such current or liquidati
distributions, see Internal Revenue Circular Letter NeO®9f July 22, 200¢

Act 732008 and  Corporate Income Tax Return 201
Act 1351997 (Form 480.2) Schedule IE
Corporation
Part liLine 13

TEB153

Corporate
Tax

Rent of residential
property under Act
132-2010

(a) Granting of Tax ExemptionThe income earned by any Eligible Les
from the leasing of a residential property shall be fully exempted from Pt
wi 02 Qa tadey, 2udiBg the alternate basic tax and the minim
alternative tax provided in the Code. The tax exemption herein provided
apply to the income earned with respect to leasing contracts entered
after the effective date of this Act, includitigose entered into after June 3(
2011, as well as those entered into at the time of the approval of this Ac

Sec. 2(a) of Act 13. Corporate Income Tax Return 201
2010 (Form 480.2) Schedule IE
Corporation
Part Il Line 14

TEB154

Corporate
Tax

Income produced by €
new business that
operates under a
special Act for the

incentive and
financing of young
entrepreneurs (Act
1352014)

The gross income, up to $500,000, generated by a new business create
young entrepreneur whose age fluctuates been 16 and 35 years. Su
new business will have to be in the first three years of operation with a sp
agreement for the creation of young businesses. For additional details,
to the Act 1352014 (Act for the Incentives and Financing of Yo
Ertrepreneurs).

Sec. 3 of Act 135, Corporate Income Tax Return 201
2014 (Form 480.2) Schedule IE
Corporation
Part Il Line 15
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB155 Corporate  Distributable share in The amount received from the distributable share in the exempt income 1 Instructions Bookle! Corporate Income Tax Return 201
Tax the exempt income passthrough entities as informed in Forms 480.60 EC, Part lll, line 13  Income Tax Returr (Form 480.2) Schedule IE
from passthrough 2017 of Taxable Corporation
entities (Forms 480.6 Corporations Part Il Line 16
EC, 480.6 SE ad@0.6 Schedule IE
S) Corporation Part Il
Line 16
TEB 156 Corporate Other payments  The amount included in Box 19 of Form 480.6D. Submit Form 480.6D. Instructions Bookle! Corporate Income Tax Return 201
Tax reported in a Form Income Tax Returr (Form 480.2) Schedule IE
480.6 D 2017 of Taxable Corporation
Corporations Part Il Line 17
Schedule IE
Corporation Part Il
Line 17
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB157 Corporate Other exemptions (a) The following items of income shall be exempt from tax under Instructions Bookle! Corporate Income Tax Return 201
Tax Subtitle: Income Tax Returr (Form 480.2) Schedule IE
(6) Incentives received by farmers. 2017 of Taxable Corporation
(A) In the case of any farmer, the incentives received from the Govern Corporations Part Il Line 18
of Puerto Rico for: Schedule IE
(i) the purchase of farm machinery used for the production of sugar ¢ Corporation Part Il
coffee, vegetables, rice and food crops; Line 18

(ii) the purchase of fertilizer, herbicidéngicide and materials for lan
improvement, beekeeping, mariculture, aquaculture and otherwise
determined or added by the Secretary of Agriculture;

(iii) the purchase of wire, posts, cattle fencing materials and otherwis
determined or added by # Secretary of Agriculture; and

(iv) the construction of cattle, hog and poultry facilities and fishing vesse
(B) These incentives shall be deemed a reduction of costs or expenses,
case may be, incurred by the farmer. The Secretary of Agrieuttuust
submit to the Secretary each year, on or before January 31 of the
following the calendar year in which said incentives were granted, ¢
containing the following information:

(i) name, account number and address of each farmer to whormtdentives
have been granted, and

(i) item and amount of the incentives.

(7) Improvements by lessee on lessor's propemgome, other than rent
derived by a lessor of real property upon the termination of a le:
representing the value of such property attributable to buildings erecte:
other improvements made by the less.

(22) Income earned by Caribbean Series participatitsome earned by the
nonresident players, managers, technical personnel and foreign te
participating in Caribbean Series Professional Baseball games held in
Rico.

(31) Income of internabnal banking entities.Income from any of the
activities described in subsection (a) of Section 12 of Act No. 52 of Augt
1989, as amended, known as the "International Banking Center Regu
Act," carried on by any International Banking Entityhawized to carry on
such activities under the provisions of said act, including the income de
from the liquidation or winding up of operations in Puerto Rico.

(35) Miscellaneous items.

(B) income of the U.S. government, foreign governments andriatenal
organizations. Income of the Government of the United States, fore
governments or international organizations, received from investment
Puerto Rico in shares, bonds or other domestic securities held by
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates

governments or international gianizations, or interest on deposits in bar
in Puerto Rico on monies belonging to said governments or internati
organizations, or from any other source within Puerto Rico; (C) incon
states, municipalities and other political subdivisieiscomederived from
any public utility company or the performance of any essential governr
function, accrued by any state, territory or the District of Columbia, or
political subdivision of a state or territory, or income accrued by
government of anyJ.S. possession or any political subdivision thereof.

Credits
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates

Subject to Moraratorium

TEB- 158 Coporate Tax Credit attributable to PR Internal Revenue Coflection1051.08 (b) Credits subject to moratoriut PR Internal Corporate Income Tax Return 201
losses or for (2) Subparagraph (a) of Article 14 of Act No. 46 of January 28, 20t Revenue Code (Form 480.2) Schedule B Part Il Lin
investment in the  amended, known as the Puerto Rico Investment Capital Investment Fur Section1051.08 (b)

Capital Investment of 1999 2
Fund, Act
46, including Act 462000: (a) Tax CredifThe Administrator othe Fund shall be entitle
purchases. to a tax credit equivalent to 25% of the sum of money received by the |

as private proprietary interests in the Fund, which can be used sole
provided in subsection (b) and (d) of this Section. The tax credit shs
avdlable at the time the Fund receives cash which qualifies it ac
investment of private proprietary funds.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 159 Coporate Tax Credit for investment PR Internal Revenue Code Section 1051.08 (b) Credits subject to morat PR Internal Corporate Income Tax Return 201
in housing (7) Subparagraphs (a) and (b) of Article 4 of Act No. 98 of AuguaddD,as Revenue Code (Form 480.2) Schedule B Part Il Lin

infrastructure (Act 98
2001, as
amended), including
purchases.

amended, known as the Housing Infrastructure Investment Tax Credit A

Act 982001: Section 4 Credit for Investment in Infrastructure(a) General
rule ¢ Subject to the provisions of this Act, every petitioner may qualify f
Special Cretifor Investment in Housing Infrastructure by the investme
made in the construction of infrastructure. For the effect of the computat
of credit provided under this Act, only that Special Investment in Hot
Infrastructure recommended by the desigedit officials of the Departmen
of Housing and the Treasury Department shall be taken into considere
once the merits of the application for Investment Credits in Hou:
Infrastructure are analyzed. The Secretary of Housing, upon consultatior
the Secretary of the Treasury, shall have the discretion, when merited b
best interest of the Commonwealth of Puerto Rico, to grant the cre
provided in this Act with regard to extraordinary investments in infrastruct
in projects begun between thér$t of January of 2001, and the date that t
regulations referred to in Section 7 of this Act become effective.

Section1051.08 (b)
)
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 160 Coporate Tax Credit for investment PR Internal Revenue Code Section 1051.08 "(b) Credits subje PR Internal Corporate Income Tax Return 201

in the construction or moratorium: (6) 8bparagraph (A) of Article 3 of Act No. 140 of Octobe

rehabilitation of
rental housing
projects for low or
moderate income
families (Act 140
2001), including
purchases.

2001, as amended, known as the "Social Housing Constructio
Rehabilitation Investment Act,"" except for those credits allowed or pent
final approval for social housing projects for sale ortrer elderly facilities
meeting the following requirements: (1) to have a certificate of qualificat
and (2) to have an amount of reserved credits."

Act 1402001: Section 3.Tax Credit for Investment in Construction

Rehabilitation of Rental Hougjrfor Low or Moderate Income Families(a)

General rule- Subject to the provisions of this Act and the regulatic
promulgated thereby, every owner of a rental housing project for low inct
families may qualify for a tax credit of $.50 for each $1.00Ebgible
Investment used in the new construction or substantial restoring of hou
units to be rented to low or moderate income families.

Revenue Code (Form 480.2) Schedule B Paititie 3
Section1051.08 (b)

(6)
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TEB ID Tax Tax Expenditure
Regime
TEB- 161 Coporate Tax Credit for

construction
investment in urban
centers (Act 212012,
as
amended),including
purchases.

PR Internal Revenue Code Section 1051.08 (b) Credits subject to morat
(5) Paragraphs (E) and (F) of Article 4.03 and Article 4.04 of Act No.

August 29, 2002, as amended, known as the Urban Center Revitalizatic
except that in the case dhose credits allowed under subparagraph (A)
paragraph (6) of subsection (a) of Article 30 of Act No. 7 of March 9, 201
amended, the moratorium shall apply as follows: (A) Credits allowed di
fiscal year 2004.0; only up to 50% of such credit ynbe claimed in tax yeai
beginning after December 31, 2009 and before January 1, 2011, and
50% may be claimed in tax years ginning after December 31, 2010 and |
January 1, 2012; and any remainder in subsequent tax years. (B)
allowed duing fiscal year 201Q1; only up to 50% of such credit may

claimed in tax years beginning after December 31, 2010 and before Ja
1, 2012, and up to 50% may be claimed in tax years beginning after Dec:
31, 2011 and before January 1, 2013; and @mainder in subsequent ta
years. (C) Credits allowed during fiscal year 20&:1only up to fifty (50
percent of said credit may be claimed in tax years beginning after Dece
31, 2011 and before January 1, 2013; and up to fifty (50) percent ms
claimed in tax years beginning after December 31, 2012 and before Ja
1, 2014; and any remainder in subsequent tax years.

Act 2122002: Section 4.03Incentives- Credits and Exceptions. A. Incenti
for Creation of Jobs Every business or industristeng on the date of
approval of this Act, or a subsequent date, that meets the requirem
established in this Act, or that carries out an activity or is in harmony witt
development plan promulgated for the urban center in which it is establis
and generates new jobs, it shall be entitled to an additional special dedu
from the gross income subject to taxation, for the purpose of the compt
its income tax, equivalent to 5% of the total minimum wage applicabl
each new job created by saiddustry or business. B. Exemption for .
Transfers Any person who transfers his/her offices with a minimum c
employees to an urban center, shall be entitled to a special additi
deduction of the gross income subject to taxation equivalent to t6%he
payroll expense incurred. C. Deduction for Development of Parking S
Any natural or juridical person who builds a parking structure in an u
center, that meets the requirements of Act No. 120 of June 7, 1973, kr
Fa GKS da! Ol e Buginess SERIdli¢ BasingliAkeas for Mc
+SKAOE Sa¢ FyR GKS NB3IdAFdA2ya LI
work in a term of 5 years, counted from the designation of the Area as loc
in an urban center, shall be entitled for the purposes ahpating income
taxes, to exclude from the gross income subject to taxation, 10% of th

PR Internal
Revenue Code
Section1051.08 (b)
(5)

Corporate Income Tax Return 201
(Form 480.2) Schedule B Part II Li
4
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income originating from the operation of said parking structure. D. Sp
Income Tax Exemption on Interest Generated by Loans Any financial
that grants priate loans for the financing of urban centers revitalizat
projects, shall be entitled to a special exemption of 100% of the inte
received on said loans. E. Tax Credit for Infrastructure Investment The
of the Director may recommend to the Setay/ of the Department of
Housing and the Secretary of the Department of the Treasury to grant cr
for special housing investments, to urban center revitalization projects
qualify under the provisions of Act No. 98 of August 10, 2001, known a
G¢lE /NBRAGA F2NJ { LISOALE Ly@Sady
that the Department of Housing may be recommended to grant up -
maximum 100% tax credit for investment in infrastructure, in urban ce
revitalization projects that incluelhousing components of any kind. F. Ex
Tax Exemption Products sold in businesses established in Urban Cer
which improvements are being performed, pursuant to this Act, shal
exempted from the payment of excise taxes provided in Section 8&tdflo.
223 of November 30, 1995, and in Section 2015 of the Internal Revenue
of 1994. G. Tax Credit for Investments in Construction Projects in L
Centers Any person who carries out a construction or improvement pre
in an urban center pursuano the provisions of this Act shall be entitled tc
tax credit of one 100% of the invested amount on his/her income tax ret
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
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TEB- 162 Coporate Tax Credit for merchants The amount of Tax Credit for Merchants Affected by Urban Ce Instructions Booklet Corporate Income Tax Return 201

affected by urban  Revitalization. Every commercial entity established in the area affectdtet Income Tax Returr (Form 480.2) Schedule B Part Il Li

centers revitalization construction of the revitalization projects in urban centers, will be entitlec 2017 of Taxable 5
(Act 2122002, as claim an 8% tax credit from 50% of the gross sales generated durin Corporations
amended) construction period ScheduleB Part Il
Line 5
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TEB- 163 Coporate Tax Credit for purchases PR Internal Revenue Code Secti®51.09: (a) Any eligible business tt PR Internal Corporate Tax Return 2016
of products purchases eligible products manufactured in Puerto Rico, inclu Revenue Code  (Form 480.2) Schedule B Part Il Li
manufactured in ~ components and accessories, shall be entitled to claim a credit again: Section1051.09 6

Puerto Rico and
Puerto Rican
agricultural products

taxes provided in this Subtitle A, as provided in subsection (c) dbéuson.

(c) The credit granted under this section shall be computed as follows:
(1) First, the amount of purchases of eligible products manufactured in P
Rico, made by the eligible business during the tax year shall be determi
(2) Then, the avarge purchases of eligible products manufactured in Pu
Rico made by the eligible business for the 3 of the 10 preceding tax )
reflecting minor purchases, shall be determined,; i.e., excluding the 7
when the amount of purchases was highest.

(3) Amount of the Credit.

(A) In general. The credit for purchases of eligible products shall be 1
the excess purchases of said eligible products, as determined in para
(1), over the average determined in paragraph (2).

(B) In the case of productsanufactured in Puerto Rico by tuna process
plants, the credit shall be 10% of the total purchases of said eligible proc
as determined in paragraph (1), without applying the limitations provide
subsection (b)(2)(B) of this Section. (C) Creditdition. The credit providec
by this section may be used to reduce the tax of the eligible business |
under Subtitle A, by up to 25%. Any credit not used by the eligible bus
may be carried forward to subsequent tax years until used in fullestitp
the preceding limitation.
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TEB- 164 Coporate Tax Credit for the PR Internal Revenue Code Section 1051.09: (b) Credits subject to morat PR Internal Corporate Tax Returr026
establishment of an (4) Subparagraph (a) of Article 17 of Act No. 183 of December 27, 20 Revenue Code  (Form 480.2) Schedule B Part Il Li
eligible conservation amended, known as the Puerto Rico Conagon Easement Act; Section1051.08 (b) 7
easement or donation (4)
of eligible land (Act Line 7¢ Enter the amount of credit for the establishment and donation ¢
1832001, as conservation easement, equal to 50% of the value of the eligible conserv
amended),including easement.
purchases.
TEB- 165 Coporate Tax Credits carried from The total of carryforward credits determined on line 27, Part Il of Sched' Instructions Booklet Corporate Tax Return 2016
previous years Corporation of the income tax return filed in the previous yeahich are Income Tax Returr (Form 480.2) Schedule B Part Il Li
subject to moratorium under Sections 1051.11 and 1051.12 of the Code 2017 of Taxhle 9
taxpayer must include with the return a detail that includes the taxabley  Corporations
in which the credit was originated, the amount of credit generated Schedule B Part Il
taxable year, the amounof credit carried over per taxable year used Line 9
previous taxable years, the taxable year in which any balance of such
was claimed and the balance of credit available for the current taxable
TEB- 166 Coporate Tax  Other credits not  The total of credits subject to moratorium that has not beeduded on the PR Internal Corporate Tax Return 2016
included on the previous lines. Include with your return a schedule showing a breakdov =~ Revenue Code  (Form 480.2) Schedule B Part Il Li
preceding lines the credits included on this line. In addition, you must submit evidence o Sectionsl051.08 10
credit that is being claimed: (b) (1) | Instructions

Booklet Income Ta:
PR Internal Revenue Code Sections 1051.08 (1) Subggalna@p) of Article 21  Return 2017 of

of Act No. 70 of June 23, 1978, as amended, known as the Puerto Rici Taxable
Waste Authority Act; Corporations
Schedule B Palt
Line 10

150



151

PUERTO RId@X EXPENDITURE REPORT FOR TAX Yt

TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 167 Coporate Tax Purchase: Solid Wast: The amount of the tax credit available for the taxable year correspondir PR Internal Corporate Tax Return 2016
Disposal (Act 159 the act (or acts) undewhich you acquired the tax credit. Enter in the spi Revenue Code  (Form 480.2) Schedule B Part IV L
2011) provided. The limitation related to the credits subject to moratorium will Section1051.11 (b) 1
made over the total credits subject to moratorium included on line 8, Ps Q)

of this Schedule, and not over each credituied in this part. To claim ar
of the credits included in this part, the taxpayer must submit with the ret
a sworn statement notifying the Secretary of the Treasury the purchas
transfer of the credit.

Act 1592011: Section 4.Tax Credit for Innament in Exempt Facilities. (i
Subject to the provisions of subsections (b), (c), and (e) of this Sectior
investor shall be entitled to a credit for investment in exempt facilities et
to 50% of the eligible investment to be applied in two (2)alisients: half of
said credit shall be used during the year in which the exempt facility obte
the necessary financing for its total construction, and the balance the
shall be used in the subsequent year or years, as established by the Se«
inthe administrative determination approving the granting of the credit. If
escrow account is opened and then closed because the financing need
the total construction of the exempt facility was not obtained, t
participants shall not be entitlebtthe credit.
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 168 Coporate Tax Purchase: Santurce The amount of the tax credit available fitve taxable year corresponding 1 PR Inérnal Corporate Tax Return 2016
Theatrical District (Act the act (or acts) under which you acquired the tax credit. Enter in the s Revenue Code  (Form 480.2) Schedule B Part IV L
178-2000) provided. The limitation related to the credits subject to moratorium will Section1051.08 (b) 3
made over the total credits subject to moratorium included on iéart Il )

of this Schedule, and not over each credit included in this part. To clair
of the credits included in this part, the taxpayer must submit with the ret
a sworn statement notifying the Secretary of the Treasury the purchas
transfer ofthe credit.

Act 1782000: Section 11.Tax credit for investing in theatrical businesse
(a) Subject to the provisions of subsection (c) of this Section, all inve
including participants in a fund, shall be entitled to a credit for investin
theatrical businesses for a limit of up to $5,000,000 per fiscal year at
$2,000,000 per fiscal year for the rehabilitation of existing structures of 1
eligible investment or their investment in securities of a Securities Fun
Funds to be claimedhi2 installments: for up to half of said credit in the ye
in which the theatrical business obtained the necessary financing fc
operation, should such a financing be required, and the balance of said ¢
within the next 2 subsequent years.

TEB- 169 Coporate Tax  Purchase: Other The amount of the tax credit available for the taxable year correspondir Instructions Booklet Corporate Tax Return 2016
Credits the act (or acts) under which you acquired the tax credit. Enter in the s Income Tax Returr (Form 480.2) Schedule B Part IV L
provided. The limitation related to the credits subject to moratorium will 2017 of Taxable 8

made over the total crdits subject to moratorium included on line 8, Par Corporations

of this Schedule, and not over each credit included in this part. To clair Schedule B Part I\
of the credits included in this part, the taxpayer must submit with the ret Line 8

a sworn statement notifying the Secretary the Treasury the purchase «

transfer of the credit.

Not subject toMoraratorium
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TEB ID Tax Tax Expenditure Full Description Legal Citation Data Source for Tax
Regime Expenditure Estimates
TEB- 170 Coporate Tax Credit for increase in (a) The tax levied by this Subtitle on the dividends derived from indu: PR Internal Corporate Income Tax Return 201
investments development income received by corporations organized under the lav  Revenue Code  (Form 482.0) Schedule B Part Il Li
any U.S. state engagedtmde or business in Puerto Rico shall be creditec  Section1051.05 14

three (3) percent of the investment made by the subsidiary before Janue
1993 in the acquisition, construction and enlargement of buildings and ¢
structures used in the manufacture in excesstioé investment in suct
properties possessed by the subsidiary as of March 31, 1977. In the ¢
corporations that have not enjoyed a tax exemption under Act No. 73 of
28, 2008, known as the ""Puerto Rico Economic Development Incer
Act,"" or anysimilar prior law or any other superseding or complement
law, for two (2) tax years, this credit shall be allowed to the pa
corporation for the increase in investments made by the subsidiary afte
termination of its second year of tax exemptiohhis credit may be carrie
forward to subsequent tax years. (b) Investments in real property mad
the purpose of qualifying for the dispensation provided in paragraph (¢
subsection (a) of Section 4 of the Puerto Rico Tax Incentives Act, as am
may not be used for purposes of this section.
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